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No. U-24 Burner 


How Important are JETS in Gas Burners? 


One outstanding point which distinguishes Barber Burners is their patented jet designs. For 
certain units (including most conversion and water heater burners) the famous standard Bar- 
ber jet, with unique auxiliary air feed, operating on atmospheric pressure, produces the hot- 
test, best directed flame, and the highest combustion available. On burners for other appli- 
ances, and those designed to burn Butane and Propane, or any of the special or bottled 
gases, we furnish slotted cap, or other special jets—always supplying the correct jet for the 
fuel and specific application involved. We also make adjustable valve jets for laboratory 
and industrial purposes. 


The engineering care which Barber devotes to the design of jets shows the expert knowledge 
with which we approach your individual burner problem. We make scores of types of units, 
hundreds of variations in size and shape, for every purpose. A quarter of a century of serv- 
ice to hundreds of gas appliance builders proves the merit of Barber engineering. Let our 
specialists work with you to perfect the burner, which is the heart of any gas appliance you 
make, sponsor, or sell. 


Send for latest Catalog on Appliance and Conversion Burners, and Pressure Regulators. 
E BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland 14, Ohio 


3ARBER BURNERS 
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You cut perfect I to 
2’ pipe threads with 


LUE Uf fort- with 


Precision-built, Self-contained 
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No. 65 R 












me en 





‘mmo No. 65R 
stands up hand- 
ily on the floor. 


@ If you’ve never used this 
remarkable steel-and-malle- 
able No. 65R die stock, you 
have a pleasant surprise 
coming. Workholder sets to 
pipe size instantly, no bush- 
ings to fool with—dies ad- 
just to 1”, 14”, 1%” or 2” 
pipe in 10 seconds! With 
least possible effort the high- 
speed steel chasers cut 
smooth perfect threads on, 
any pipe. It’s precision qual- 
ity in every part. For per- 
formance and long life .. . 
for surprisingly easy thread- 
ing ... buy the RIFAID 
65R at your Supply House. 


* WORK-SAVER PIPE TOOLS 


THE RIDGE TOOL COMPANY « ELYRIA, OHIO, U.S. A. 
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Oy interesting side light on the re- 
cent controversy over congres- 
sional extension of OPA did not, we 
feel, receive the attention it deserved— 
overshadowed, no doubt, by the furious 
debate on the merits of the OPA issue. 
Nevertheless, we would be inclined to 
place it under the heading of promising 
if not encouraging news. It was the clear 
indication that Congress itself seems to 
be growing some sort of an immunity 
against organized pressure. 





For years we have witnessed the 
growth of mass lobbying, often conduct- 
ed by minority interests, as distinguished 
from (if not opposed to) the general wel- 
fare. Articulate minorities who know 
what they want have always been able 
to get enough people to sign petitions or 
send in letters and telegrams to impress 
the average Congressman, and sometimes 
scare him nearly out of his wits. In re- 
cent years, with the entrance of farm as- 
eociations, labor unions, and other so- 
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WILLIAM E. MITCHELL 


called “mass groups” imo active partici- 
pation in congressional deliberations, this 
form of pressure lobbying has reached a 
state of technical perfection which, at 
long last, seems destined to bring about 
its own downfall. Even “mail order lob- 
bies” guaranteed to produce for a price 
have resulted. 


Tue fact is that Congressmen have 
long suspected that a satisfied majority 
is inarticulate, except on election day. So 
they have gradually developed toughened 
skins to the frenzied propaganda in the 
form of letters and telegrams pouring in 
on Congress. Some Washington com- 
mentators say that this super-duper pub- 
licity type of pressure actually had a 
negative effect on Congress. Some of the 
best friends of OPA in Congress sug- 
gested to Mr. Bowles that he try to cut 
out some of the “circus stuff” for fear 
of losing votes, rather than winning 
them. Even, skywriting was used in the 
hectic campaign to save OPA, 
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WO INSTRUMENTS 


re ae BETTER load foctors are the 
“key to lower average power costs. Improvement can best be 
_ realized if the rate structure is such that the customer will be 
induced to lower his own average kilowatt hour cost through 
longer hours of use of his equipment. A low price for kilge 
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8 PAGES WITH THE EDITORS (Continued) 


5 ervarees or not this new stage of 
sophistication in Congress is just 


beginning or here to stay remains to be 
seen. But it is a hopeful sign for busi- 
ness and industry, which always have 
been at a disadvantage in coping with 
pressure, mobilized along mass lines, by 
forces better organized to enlist just such 
type of support. Certainly if the laws of 
the land are to be enacted as the result 
of a contest in getting the greatest num- 
ber of people to sign petitions and spon- 
sor canned letters and telegrams — the 
business part of the community can hard- 
ly hope to stand up against some of its 
critics, who virtually have made careers 
of minority agitation. 


A GRANGE leader or labor union leader 
is obviously in a much better position to 
get more names on a petition than a hand- 
ful of businessmen left alone to struggle 
with the problems of making ends meet 
while keeping the wheels of industry 
going. 


Mayse the decline and fall of pressure 
lobbying tactics presage a return by 
Congress to its constitutionally ordained 
function of looking after the best inter- 
ests of the country as a whole, instead of 
being preoccupied with greasing a mul- 
titude of squeaky axles which happen to 
make the most noise. The founding fath- 
ers never intended our representative 
government to function on the basis of a 
continuous series of hand-picked popu- 
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larity contests, in which the general pub- 
lic does not participate. The Constitution 
provides for the participation of the gen- 
eral public in a free verdict at the polls 
at stated election intervals. 


HIGH pressuring Congressmen, in be- 
tween times by razzle-dazzle methods 
must always remain suspect, and it is 
good to learn that the Congressmen them- 
selves are beginning to do the suspecting, 
The decisions which must be made on 
affairs of state are difficult enough to re- 
quire the most unruffled, intelligent, and 
sincere judgments our lawmakers can 
give them. Certainly, the weighing of the 
greatest number of canned letters and 
telegrams on an ordinary butcher’s scale 
is not an approach conducive to such 
proper legislative atmosphere. 


*” * * * 


W: are pleased to introduce in this is- 
sue two new contributors — both 
with backgrounds of experience in util- 
ity industry. Wittram E. MitcuHe t, 
whose article on electrifying Georgia 
opens this issue, is the president and gen- 
eral manager of the Georgia Power Com- 
pany. Born in Milton, Massachusetts, 
and a graduate of Massachusetts Insti- 
tute of Technology (BSE, ’03), Mr. 
MITCHELL took his early training with 
the General Electric Company, serving 
five years in Brazil. He went to Bir- 
mingham, Alabama, in 1912 with the 
Alabama Power Company, and joined 
his present organization in 1927. 


Roy E. HayMan, our other new con- 
tributor (whose article begins page 138), 
is the chairman of the farm utilization 
equipment committee of the Edison Elec- 
tric Institute. He also teaches at Texas 
Agricultural and Mechanical College. 


J. A. WuitLow (whose article begins 


on page 149) is a former official of Okla- 
homa Gas & Electric Company. 


THE next number of this magazine 
will be out August 15th. 


The Obie 
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fnorn NEW FULL COLOR MOVIE 


HIS new full-color sound movie takes 

its audience into fifteen different in- 
dustrial plants and shows how costs are cut 
by resistance welding. It illustrates by 
animated sketches the principles and uses 
of three types of resistance welding—spot, 
projection, and seam. It contains many 
pointers for making more effective use of 
this method of joining metals, of equal 
interest to beginners and “old-timers” in 
its use. 


Backing up this G-E film is an 80-page 
manual for your power sales engineers that 
will add confidence and conviction to their 
discussion of resistance welding with cus- 
tomers. You benefit both from the oppor- 
tunity to plan new installations in co- 
operation with your customers, and: from 
the increased industrial prosperity which 


the diversified use of resistance welding 
will bring. 

To round out the program, G.E. supplies 
a 12-page reminder bulletin which reiter- 
ates the key points of interest for those 
who have seen the film. 


Your local G-E representative will glad- 
ly co-operate with you in making plans for 
showings of this and other MORE POWER 
TO AMERICA programs. Apparatus Depft., 
General Electric Company, Schenectady 5, 


Pree Coeklal essa 


details on this and other MPA visual 
presentations. Summarizes all current 
programs. Gives prices and ordering 
instructions for films, manuals, and 
booklets. Tells of coming releases, 
Write for GES-3403. 


GENERAL @ ELECTRIC 
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Remarkable Remarks 


“There never was in the world two opinions alike.” 
—MONTAIGNE 





























“I am not in sympathy with wings of organized labor 
which set out to change the basic laws of this country.” 


* 


Martin W. CLEMENT “The greatest contribution that any industry can make 
President, Pennsylvania Railroad. today is to bring back to the people the pride of self- 
discipline.” 


Raymonp E. Batpwin, 
Governor of Connecticut. 












* 








EpitoriAL STATEMENT “People in a modern nation must not only eat or die. 
The New York Times. They must be able to move or die, have electric power or 
die, get steel or slowly perish.” 






> 




























Harry Bripces “If all CIO members could understand what united 
President, International Longshore- political action means, there might not be any more em- 
men’s and Warehousemen’s Union. _ ployers or private industry in the United States.” 

* 
Rosert M. La Fottetrte, Jr. “Those who oppose this [St. Lawrence seaway] project 
U. S. Senator from Wisconsin. are selfishly or foolishly blocking the welfare of the Mid- 
dle West and the entire country.” 
af 
HAroitp W. Dopps “... the most potent pressure groups are those which are 
President, Princeton University. most regimented in thought and action, and in which the 


membership is most indolent in the use of their own minds 
and most self-interested in their demands of government.” 


* 
Ciare E, HorrMAN “The gentleman from Mississippi [Mr. Rankin] is al- 
U. S. Representative from ways bragging about TVA and the cheap electricity the 
Michigan. farmers are getting. The truth is that in Michigan we 


have more farmers who are using electricity and that at 
less cost, yes, 5 to 1, than they have in his home state of 


Mississippi.” 
e 
Pau. G. BLaAzer “If there is any single lesson we have learned the hard . 
Speaking at annual meeting of way during the past fifteen years, it is that no man or 
American College Public Rela- group of men is wise enough to plan and operate success- 
tions Association. fully a controlled economy, that no matter how good- 


intentioned the purpose, the result is far short of what 
could have been accomplished by an economy based on in- 
centive and production, supply and demand, in which the 
public is protected by free competition.” 


12 
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Protect Now with GRINNELL MULSIFYRE 


Breakdown in a 16,000 k.v.a. transformer . . . 
severe internal arcing . . . relief disc blows 
out... oil is violently ejected . . . intense 
fire envelopes nearby equipment ... two 
adjoining transformers let go and add to the 
fury of the flames. It took a 1/2-hour battle 
to subdue the fire —and $50,000 to replace 
and repair the damage! 

A Grinnel Mulsifyre System now protects 
the equipment—as well as installations of many 
other public utility transformer stations. 

Wide acceptance of Grinnell Mulsifyre Sys- 
tems is based on a proved effective principle — 

in which blazin 

oil is emulsifie 

with a driving 
spray of water. 
The emulsion 
formed by the 
water spray is 
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DON'T WAIT 
FOR FIRE 
TO STRIKE... 








fire-extinguishing —the fire goes out in a few 
seconds — reignation is prevented. 


There is absolutely no conductivity along the 
discharge of a Mulsifyre projector when spra 
strikes conductors carrying high voltages. “i 
sifyre Systems are permanently installed — are 
constantly on guard when operated automatic: 
ally — or may be operated manually. 


Recommended by Underwriters’ Labora- 
tories for use in extinguishing fires in flam- 
mable oils immiscible with water, wherever 
such oil is a fire hazard — in transformers and 
other oil-filled electrical equipment. 


Don’t wait for fire to strike! See that your 
equipment has this 24-hour-a-day protection 
from now on. Experienced Grinnell engineers 
will help you plan protection. 


omnori. & COMPANY 


Executive Offices, Providence 1, 8.1, 
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WuuaM K. Jackson 
President, United States Chamber 
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Ep Gossett 
U. S. Representative from Texas. 


Grey DresIE 
Executwe secretary, Kansas Inde- 


Harorp J. LAskI 
Head, British Labor party. 


EpitoriAL STATEMENT 
Milwaukee Journal. 


Hueu B. MitcHeELi 
U. S. Senator from Washington. 
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14 REMARKABLE REMARKS—( Continued) 






“The two elements which must be present to create a 
runaway inflation—printing-press money and lack of pro- 
duction—are not present in the United States and there is 
no real danger of either.” 


> 


“History has yet to show an example of a society based 
on centralized government controls, which guaranteed cer- 
tain basic standards, that did not have to maintain and 
extend those controls over every aspect of national and 
individual life.” 


* 


“In a representative democracy such as ours, there is no 
place for government by organized minorities who through 
monopolistic practices interfere with the public welfare. 
We cannot allow organized minorities to rule by force, 
threat, and intimidation.” 


> 


“Big industries and big labor unions through various 
practices and devices such as strikes, slow-downs, limita- 
tions on work, abuses of cost-plus contracts, the hoarding 
of labor, and so forth, added about $100,000,000,000 on to 
the cost of the war.” 


> 


“How would you like to play in a ball game where the 
umpire gave the other side four strikes for every batter 
that came up? That is the kind of game that the co-ops 
and the independent businesses are playing, and the um- 
pire has given the co-ops four strikes.” 


* 


“To those who say we have to choose—as I do not be- 
lieve we have to choose—between the Soviet Union and 
the United States, with its passion for free enterprise that 
is not free and is not enterprise, we—the Labor party— 
stand foursquare behind the Soviet Union.” 


* 


“Of course, there are some dictatorial and utterly selfish 
employers these days, but they are fewer than ever be- 
fore in history. . . . Their existence does not justify labor 
in adopting a similarly dictatorial and shortsighted at- 
titude in this period of national crisis.” 


> 


“We must remember that when the agency designated 
by the public fails to do its duty, the public welfare is in 
greater jeopardy than when the agency goes beyond its 
duty. For, in the latter case, aggrieved parties can always 
have recourse to the courts, whereas, in the former, the 
public is deprived of the protection which it sought to 
establish.” 
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BRING YOUR BILL ANALYSES 


UP TO DATE 


You can save 50% in time and money with 


THE ONE-STEP METHOD 








OF BILL ANALYSIS 


At but current bill frequency data has been rendered obsolete by the 
marked increase in kilowatt-hour sales. How much of this load will 
you retain? 


Now is the time to bring your bill analyses up to date. In addition to a 
knowledge of the existing situation, certain trends may be disclosed which 
will be of considerable value to you in planning your rate and promotional 
programs. 


The One-Step Method of Bill Analysis is ideally suited to meet the needs 
of this problem. It does away with the necessity for temporarily acquiring, 
training and supervising a large clerical force. Our experienced staff plus our 
specially designed Bill. Frequency Analyzer machines can turn out the job in 
a few days and at the cost of only a small fraction of a cent per item. 


We will be glad to tell you more in detail about this accurate, rapid and 
economical method for obtaining a picture of your customer usage situation. 
Write for a copy of the booklet “The One-Step Method of Bill Analysis.” 











Recording & Statistical Corporation 
Utilities Division 
102 Maiden Lane, New York 5, N. Y. 
Boston Chicago Detroit Montreal Toreate 
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DES MOINES 


Repel 


A C-E Steam Generating Unit, designed 
for a pressure of 1475 psi, a total steam 
temperature of 925 F and a capacity of 
400,000 Ib of steam per hr was placed in 
service by the Iowa Power & Light Com- 
pany in Des Moines Power Station No. 2 

late in 1938. 
A similar unit has recently been ordered. 
A-972A 


-— 











COMBUSTION 


C-E PRODUCTS INCLUDE ALL TYPES OF BOILERS, FURNACES, PULVERIZED FUEL 
SYSTEMS AND STOKERS; ALSO SUPERHEATERS, ECONOMIZERS AND AIR HEATERS 
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PUBLICATIONS AND SERVICES 


Essential to those interested in the public utility 
industries, their regulation and allied topics. 


PUBLIC UTILITIES 
REPORTS 


The national reporting service, 

containing authentic decisions 

Pike, - of commissions and. courts , 

e| dealing with the problems of 
Annval Subscription utility regulation. Five vol. 
Price umes a year—$7.50 each. 


$43.50 Annual Index—$6. 


PUBLIC UTILITIES 
Fortnightly 


A magazine of current opinion 
and news, conducted as an 
open forum and containing 
discussions of firing-line prob- 
lems; also summaries, anoly- 
ses and explanations of day- 
to-day developments. 


Twenty-Six 
Issues @ Year 








P.U.R. 


Cumulative 


DIGEST 


The only complete and avuthorita- 

tive encyclopedia of Public Service 

$150 law and Regulation. A life-time 

With Current Digest,; kept up-to-date by annval 
Pocket Parts ‘*vpplements. 








P.U.R. EXECUTIVE 
Information 
Service 
A Weekly Letter from the Nea- 
tion's Capital, highlighting im- 
portant happenings, trends and 
policies. Reading time: 20 


minutes. Quarterly 








FEDERAL UTILITY REGULATION ANNOTATED 


SEC 


A brief and pointed digest of 
the administrative rulings of the 
Securities and Exchange Com- 
mission under the Public Utility 
Holding Company Act. Issued 
twice each month. 


$25 Qvarterly 


Current Services 


FPC 


A brief and pointed digest of 

the administrative rulings : of 

the Federt! Power Commission peed 
under the Federal Power Act | 
and the Natural Gas Act. Is- a 
sved once each month. $36 Annually 











VOL. 2 (FPC) 


A complete annotation of the 
Federal Power Act and the Na- 
tural Gas Act, with the Com- 
mission's rules and regulations, 


FEDERAL UTILITY REGULATION ANNOTATED 
VOL. 1 (SEC) 
A complete annotation of the 
Public Utility Holding Company 
Act, with the Commission's rules 
and regulations, full index an 


periodical upkeep suppl 





Price: $12 


full index and periodical up- 
keep supplements. 


Price:! $12 
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_ P.ULR. 
Question Sheets 
Twenty-Six Issues Annually $10 


Ten brief questions on up-to-date 
problems, answered by the commis- 
sions and courts. An easy way for a 
busy man to keep informed on current 
utility reguiction. 
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Send for our catalogue describing these and other publications 


PUBLIC UTILITIES REPORTS, inc. 


MUNSEY BUILDING 


“PUBLISHERS 


WASHINGTON 4, D. C. 
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PUBLIC UTILITIES PREFER 


DODGE %o¢-Zuved PICK-UPS 


Many public utilities will tell you they 
prefer Dodge Job-Rated trucks because: 

1... . Of the greater efficiency and 
economy of a truck engineered and built 
to fit the job. 

2. ... of the intelligent, courteous and 
dependable service they get from the 
widespread Dodge dealer organization. 


DODGE DIVISION OF 
CHRYSLER CORPORATION 


3... . of the ready and universal 
availability of factory-engineered Dodge 
truck parts. 


NOW’S the time to talk to your Dodge 
dealer about the proved advantages of a 
truck built with exactly the right unit— 
from engine to rear axle—to fit your 
job—the right Dodge Job-Rated truck! 






pepebeicy — 
Job Rated 
TRUCKS 


LAST LONGER 








FIT THE JOB. 


SEE YOUR DODGE DEALER...NOW! 
Let your dealer help you choose the right 


Dodge Job-Rated truck to handle your haul- 
ing job better, longer . . . and at low cost! 
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FEDERAL UTILITY REGULATION ANNOTATED 


(FURA) 


The Public Utility Holding 
Company Act of 1935 
as administered by the 
Securities and Exchange Commission 


A Section by Section Treatment 
of the Act, with 
(1) SEC Rules 


(2) Commission and Court de- 
cisions 

(3) Supplemental notes 

OTHER FEATURES: Historical introduc- 

tion, personnel of the Commission, complete 

alphabetical list of subsidiaries of holding 

company systems, rules of practice, compre- 


hensive subject index, annual upkeep pocket 
supplements. Price, $12.00. 


AND TO KEEP YOU MORE CLOSELY INFORMED: 
FURA - CURRENT SERVICE = SEC 


A continuing record issued twice a month, with special issues as required. 





Summaries and analyses of commission and court decisions 
Special studies of financial aspects, policies and practices 
Comments upon observable regulatory trends and tendencies 
References to and excerpts from addresses by members and staff 
Brief reviews of pertinent articles in periodical literature 

Notes on legislative proposals and congressional debates 

Guides to collateral material of interpretative or suggestive value 
- dependable information clarifying or expounding the Commis- 
sion's work 


Subscription price $25 a quarter, including convenient binder and 
periodical index. 
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THE A&C 
of OOOR 
EFFICIENCY 


—The sturdy Kinnear Motor Op- 
erator goes into action instantly 
at the touch of a control button— 
operating the door with smooth speed 
and efficiency. Specially designed for 
lasting, trouble-free operation. 
B—Rugged efficiency is also fea- 
tured in the sturdy, all-steel, in- 
terlocking-slat construction of Kinnear 
Rolling Doors. Doors coil into small space 
above the lintel, permit full use of floor, 
wall and ceiling space, remain out of the 
way and safe from damage when open. 
C—Remote Control adds still further con- 
venience and economy by permitting 
more strategic placing of control buttons, 
or centralized control stations. It also cuts 
heating and air-conditioning costs by en- 
couraging prompt door closure. 
Write today for complete information on Kinnear Motor Operated Rolling Doors. 


The KINNEAR Manufacturing Company OAs principal 
Factories: 2060-80 Fields Avenue, Columbus 16, Ohio; Cities 
1742 Yosemite Ave., San Francisco 24, California 


KINNEAR 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 
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| P. U. R. DIGEST 


CUMULATIVE 





A Digest That Is Serviced 


The Only Complete Digest of Public Service Law and Regulation 





A WORK OF PRIMARY AUTHORITY CONTAINING THE 
DECISIONS AND RULINGS OF THE 


United States Supreme Court 


A SHORT CUT United States Circuit Courts SIMPLE 
COVERING of Appeals ALPHABETICAL 
Satie wept United States District Courts CLASSIFICATION 
State Courts OF SUBJECTS 
Federal Regulatory 
AN EXHAUSTIVE Commissions A GREAT REVIEW 
SURVEY OF State Regulatory Commissions 


Insular and Territorial Regu- 


issi VICE 
latory Commissions A GREAT SER 








THE LAW 





WRITE FOR PRICE AND PAYMENT PLANS 


PUBLIC UTILITIES REPORTS, INC. 


Tenth Floor, Munsey Building, Washington 4, D.C. 
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And effici k 
means efficient service aa ‘sciiasanaese T ~ U C K T 7 A N S p 0 P T 


national Service and Maintenance. Here’s why: 


Mechanics who furnish International Service R F N F F | iS FY F Q Y 0 N FE 


are truck mechanics—specialists in truck service. 
They are trained in International shop methods. 


They are kept constantly informed of all im- 
provements in service and maintenance practices. 


They use International-approved equipment for analysis 
and testing. 


They install International factory-engineered parts. 


Now is no time to skimp. America needs truck transport 
too badly. Operators need to hold costs down. 


So give your trucks the best available—International Truck 
Service—supplied by thousands of International Dealers and 
the nation’s largest company-owned truck-service organiza- 
tion—International Branches. 


Make your date for service today. 


i Motor Truck Division 
a INTERNATIONAL HARVESTER COMPANY 
180 North Michigan Avenue Chicago 1, Illinois 


Tune in “Harvest of Stars” Every Sunday. 
NBC Network. See newspapers for time and station. 


INTERNATIONAL JZrucks 
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DAVEY LIFETIME VALVES 
ASSURE PERMANENT PEAK EFFICIENCY 


LOOK AT THESE 
HUSKY PARTS 


You'll see why Daveys built 5-10- 
15 years ago are running today 
with their original valves . ; ; why 
Davey is the only compressor with 
PEAK PERFORMANCE Lifetime 
Valves. 

“A” is the top of the Davey alv- 
minum alloy cylinder head, ““B” the 
bottom. “C” is the extra-capacity 
intake valve that fills cylinders fast 
for highest operating efficiency.“D” 
is the discharge valve and “E” the 
valve buffer. Davey owners 
seldom see these parts — 
they last... and last .:: and 
keep on delivering full vol- 
ume of air. 
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MODEL 60 
INDUSTRIAL COMPRESSOR 











See your Davey dealer today. Ask him 
to tell you more about PEAK PERFORM- 
ANCE Lifetime Valves in Davey units 
of 60 to 315 c. f. m. capacities. 








COMPRESSOR CO. 
KENT, OHIO 
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Model 60 
Air Aristocrat 
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{ Rocky Mountain Electrical League will hold annual convention, Estes Park, Colo., 
Sept. 5-7, 1946. 





{ American Water Works Association, Southeastern Section, will hold meeting, Sept. 9— 
11, 1946. 





§ Appalachian Gas Measurement Short Course will be conducted at West Virginia Uni- 















































versity, Morgantown, W. Va., Sept. 9—11, 1946. ° 
os { Pacific Coast Gas Association will hold annual convention, San Francisco, Cal., > 
4 | Sept. 10-12, 1946. 
¥ South Dakota Telephone Association will hold annual convention, Sioux Falls, S. D., 
5|M Sept. 11, 12, 1946. 
ts { American Water Works Association, Western Pennsylvania Section, will hold meeting, 
6, T Sept. 12, 13, 1946. 
9 Midwest Industrial Gas Council will hold meeting, Minneapolis, Minn., Sept. 12, 13, 
7|W 1946. 
h ¥ American Water Works Association, Rocky Mountain Section, will hold meeting, 
8| T Sept. 12, 13, 1946. 
: F { Michigan Independent Telephone Association annual convention will be held, Lansing, 
9 Mich., Sept. 18, 19, 1946. 
10 Se { American Water Works Association, Michigan Section, will hold meeting, Sept. 18-20, 
1946. 
S { Illuminating Engineering Society will hold national convention, Quebec, Canada, 
il Sept. 18-21, 1946. 
{ Municipal Electric Utilities Association of New York State will hold annual 
12 M conference, Elmira, N. Y., Sept. 25—27, 1946. ey) 
13 T* { Indiana Electric Association will hold meeting, French Lick, Ind., Sept. 25—2g, 1946. 
14 Ww { American Water Works Association, Four States Section, will hold meeting, Sept. 27, 
6. 
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Transmission Wires: The Blood Stream 
of Electricity 
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For an Electrified Georgia 


Some of the reasons behind the friendly relationships 
existing between the Georgia Power Company and 
the REA cooperatives in Georgia. 


By WILLIAM E. MITCHELL 
PRESIDENT, GEORGIA POWER COMPANY 


EORGIA stands sixth among the 
G 48 states in total funds allotted 
from the Rural Electrification 
Administration; and first among 7 
southeastern states. It ranks ninth 
among all the states—first in the 
Southeast —in funds actually ad- 
vanced. The state stands fifth in the 
nation in number of miles of line ener- 
gized (20,928), and fourth in number 
of customers connected (72,072) .* 
As of May 31, 1946, Georgia Power 
Company was serving 41 Electric 
Membership Codperatives (EMC) on 
its special wholesale rate. They pur- 


*From 1944 Annual Statistical Report, Ru- 
ral Electrification Administration. 
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chased 63,900,000 kilowatt hours dur- 
ing 1945, at an average cost of 7.9 mills 
per kilowatt hour. Purchases of elec- 
tricity by these same cooperatives in- 
creased 83.6 per cent, 1943-1945. 

We believe it is no mere accident that 
the REA program in Georgia has 
proved so successful. A number of fac- 
tors have entered into its progress over 
the last ten years—wide-awake, intelli- 
gent, promotion-minded management 
by the individual codperatives, and an 
honest, sincere spirit of helpfulness on 
the part of the electric company which 
serves approximately three-fourths of 
the area of the state. 

Soon after REA had been author- 
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ized and its national organization be- 
gun, with the appointment of Morris 
L. Cooke as first administrator, repre- 
sentatives of Georgia Power Company, 
headed by Charles A. Collier, vice pres- 
ident, called upon Mr. Cooke. (The 
“headquarters” of REA consisted of 
one small office in Washington at that 
time.) These representatives told the 
administrator that their company not 
only did not wish to oppose the organi- 
zation of EMC groups in Georgia but, 
rather, that it wished to extend to such 
groups every possible assistance in set- 
ting up, promoting, and operating their 
cooperative lines. In addition, offers 
of assistance were extended to Mr. 
Cooke on matters of organization, the 
building of experimental lines, design- 
ing of rate schedules, and other matters. 


7 I ‘HIS codperation on the part of the 


electric company sprang from a 
quick recognition of the fact that, un- 
der the REA, very large, sparsely set- 
tled rural areas of Georgia could be 
served with electricity — areas which 
the management of the company knew 
could not be served with its lines for 
many years to come. And, on the basis 
of investment return, it knew there 
would be some areas which might never 
be served by the private company, no 
matter how generous its formula of 
construction expense against estimated 
annual revenue. 

In consultation and conference, de- 
partments of the company arrived at a 
specific program of coéperation to be 
offered to EMC groups proposed in 
various parts of the territory. 

Then, early in 1937, Georgia Power 
published an advertisement outlining 
this program in 15 daily and 150 week- 
ly newspapers in the state. The adver- 
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tisement was entitled: “For an Elec. 
trified Georgia—W here We Ourselves 
Can’t Build We Will Help Others to 
Build.” It said, in part: 

“Millions of dollars have been ap- 
propriated to the Rural Electrification 
Administration of the Federal govern- 
ment. This money is to be loaned on 
easy terms to local associations, known 
as cooperatives, whose members will 
own and operate the rural electric lines 
serving their homes and farms. It 
opens up an opportunity for the elec- 
trification of certain sections of Geor- 
gia which we frankly admit this com- 
pany cannot serve, because of its lim- 
ited funds. 

“This advertisement is published to 
confirm, in fuller detail, our previous 
announcement that the company will 
give every possible assistance to these 
cooperatives. 

“In brief, the Georgia Power Com- 
pany will do everything it can do to 
make a success of the codperatives op- 
erating under the REA plan—in the 
interest of an electrified Georgia.” 


HE advertisement went on to list 
the items of specific assistance of- 
fered by its program, which included: 


1. Preliminary Surveys — offering 
free services of the company’s engi- 
neers in making required customer 
surveys before financing could be ob- 
tained or construction begun. 

2. Reasonable Rates—the filing of 
a wholesale electric rate schedule for 
cooperatives, accepted by the Georgia 
Public Service Commission and in- 
dorsed as reasonable by REA. 

3. Maintenance of Lines — offering 
to assume the job of maintaining and 
repairing the lines of codperatives on 
an actual-cost basis. 

4. Appliance Repair and Service— 
offering to take over maintenance of 
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electrical equipment in homes of co- 
éperative members on an actual-cost 
basis. 

5. Meter Reading and Billing—of- 
fering to assume responsibility of 
reading meters and billing customer 
members on an actual-cost basis. 

6. “Last, But Not Least—If this 
company has planned to build a certain 
rural line of its own, and if by so do- 
ing the company would ‘skim the 
cream off the milk’ and thereby make 
it impossible for a codperative to be 
formed for the purpose of serving 
other areas we do not plan to serve, 
then we will not build that line. Most 
certainly, we will not place obstacles in 
the way of the codperatives and there- 
by perhaps prevent certain areas from 
getting any electric service at all. If 
the line we had planned to build is 
needed by the codperative to make its 
setup feasible under the REA specifi- 
cations, then we will relinquish our 
plans to build that line.” 


His “for the record” announce- 

ment stated clearly and sincerely 
the attitude of the company toward 
REA and its codperatives in Georgia. 
Through the years since 1936, other 
services have been offered and accept- 
ed by the EMC’s served wholesale by 
the company. For example, a travel- 
ing demonstration coach toured the 
various lines for several years, giving 
demonstrations of home and farm 
electrical equipment and, generally, 
promoting the use of electricity. 


There have been mutual agreements 
between the EMC’s and the company 
as to territories to be served. Only one 
serious territorial disagreement has 
arisen — between a north Georgia co- 
Sperative (served direct by TVA) and 
the company—and it was settled ami- 
cably when the company agreed to sell 
some of its lines to the EMC and the 
EMC agreed to turn over some of its 
lines to the company. ~There are no 
“quarrels” at this time—our relation- 
ships with the codperatives, with REA, 
and with TVA are highly satisfactory. 

Believing, as we do, that it is a mat- 
ter of the greatest importance to keep 
our returned servicemen in Georgia— 
rather than to see them migrate to oth- 
er sections of the country—and that 
the widespread use of electricity on the 
farm and in the farm home and for 
agricultural processing will make life 
more attractive to these young people, 
it seems to us that the company and the 
EMC organizations have a common 
problem to solve. 

The heads of our six geographical 
operating divisions in the state, our dis- 
trict and local managers, members of 
our operating, sales, and home service 
departments, all subscribe to the prac- 
tical philosophy behind our assertion 
that “Where We Can’t Build We Will 
Help Others to Build—For an Elec- 
trified Georgia.” 





An Act to Prevent Strikes 


we! 1934, the last year before the Wagner Act, there were 
1,856 strikes. In 1937 there were 4,740 ; in 1941 there were 


4,288 ; and in 1944, with the country at war, there were 5,005. 
In the entire year 1934 man days lost through labor disputes 
totaled 19,600,000. In the month of February, 1946, alone, the 
figure was 21,500,000.” 
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—EprTorIAL STATEMENT, 
New York Herald Tribune. 
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Pioneering in 


Rural Service 


The record of most power companies in bringing elec- 
tricity to the farmers in spite of tremendous early 


handicaps is one, declares 


the author, that they may 


well view with pride. 


By ROY E. 


¢ af electric service to the 
farmer will be like teaching a 
calf to drink milk. Everyone 
knows the milk is good for the calf, but 
the calf does not.” Thus read the sum- 
mary of a report of an Oklahoma farm- 
er to J. F. Owens, president of the Ok- 
lahoma Gas & Electric Company. 
This report, made early in the 20’s, 
gave this farmer’s opinion of the de- 
sirability of electric service to farmers 
after an inspection trip to the “Red 
Wing” and other early attempts to 
build electric lines into the rural areas. 
The editors of Pusiic UTI.itieEs 
FoRTNIGHTLY have asked that I pre- 
sent some of the problems and condi- 
tions that had to be solved and over- 
come before electric service could be 
extended generally into the rural areas, 
This I am happy to do with the thought 
that companies, other than the ones 
with which I am familiar, will make a 
study to bring to light from established 
records their part in making possible 
electric service, without limit, to farm- 
ers and other rural customers. 
Justice dictates the names of J. F. 
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HAYMAN 


Owens, John Carpenter, G. C. Neff, 
Arthur Hunnington from the executive 
group, and such as H. J. Gallagher, E. 
C. (Pap) Easter, Boardman, J. C. 
Scott, C. P. Wagner, power company 
rural service men, and P. T. Montfort, 
Ben Moses, R. R. Parks, George 
Kable, and Duffy, research men with 
various agricultural colleges, to men- 
tion but a few in each category, as the 
real pioneers who supplied the money, 
time, and research that made rural elec- 
tric service possible. No truer words 
were ever spoken than those of the 
Oklahoma farmer. 

Much thought and discussion were 
given to the subject as early as the first 
1900’s. The industry was young; 
many towns of considerable size did 
not have service, and before rural serv- 
ice could be considered these distribu- 
tion centers had to be established. After 
the towns and villages were for all prac- 
tical purposes served, the next logical 
development was to serve the rural 
area adjacent to the towns and villages. 
The problems confronting the industry 
would have completely discouraged 
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men of lesser courage than those given 
the job to do, supply the money, and 
do the actual job. They were not alone 
in the final solution ; the manufacturers 
met their part magnificently. 


- the early 20’s in order to provide 
a vehicle for promotion, study, col- 
lecting and supplying information af- 
fecting rural electrification, a commit- 
tee was set up and charged with 
these responsibilities. This committee, 
financed in the main by power com- 
panies, had membership from the agri- 
cultural press, farmers’ organization, 
individual farmers, Department of 
Agriculture, agricultural colleges, and 
from manufacturers. This committee 
known as the Committee on the Rela- 
tion of Electricity to Agriculture was 
to become known as “CREA” and was 
headed by an eminent agriculture re- 
search man, Dr. E. A. White. Through 
the efforts of Dr. White and this com- 
mittee, state committees were set up to 
work on problems more or less local in 
nature, though many results of these 
state committees had important bear- 
ings on the general problem. 

The problems and conditions were 
many and varied, running the gauntlet 
of financial, legal, technical, and many 
artificial ones. Each was met and 
taken care of in such a manner that the 
way was cleared to go ahead by the 
early to middle 30’s. Then the depres- 
sion hit. Farmers were not interested 
or could not justify the expenditure for 
wiring their buildings and purchasing 
what utilization equipment was avail- 
able. 

Electric service would have been of 


little value to the farmer before the 


late 20’s and early 30’s, because, with 
exception of lights and a few house- 
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hold appliances, there was little or no 
utilization equipment. The now com- 
monplace radio and refrigerator did 
not become available in numbers until 
the late 20’s. Those farmers who had 
service had to wait on the chicken 
brooder and feed grinder and, with the 
exception of large irrigation pumping, 
there was no productive equipment 
available. Some hardy, ingenious souls 
improvised machines to do a particular 
task. Some manufacturers attempted 
to make utilization equipment, but the 
sale was so slow that the established 
price soon forced the discontinuance of 
manu facture. 


Bb Siew first thing that the builders of 
early rural lines found was that 
there were only two kinds of mate- 
rials to choose from, one for urban 
distribution and the other for trans- 
mission ; neither met the needs of rural 
distribution. Regulatory bodies had 
often ruled that each class of business 
in effect “had to stand on its own feet.” 
This prevented any great subsidy by 
the power companies to rural distribu- 
tion. 

First cost in the rural line was the 
great determining factor; the cost of 
producing power with respect to total 
cost could have been ignored for farm 
use, at least for consumption on early 
constructed lines. These conditions led 
to a very general policy by many com- 
panies to require the farmers to prepay 
all or part of the original cost of lines. 
This led to much hard feeling on the 
part of the farmers ; yet whenthese lines 
came to replacement most of them had 
not produced sufficient gross revenue 
to take care of replacements. 

The first step in reducing costs for 
rural and farm service was to reduce 
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CHART I 


first cost in lines. This was easy to talk 
about but the doing took many years 
of study, research, and trying. Many 
factors, over which power companies 
AUG. 1, 1946 140 


had no control whatsoever, were of 


‘ vital importance, such as transporta- 


tion equipment, roads, or rather the al- 
most universal lack of them. It was not 





PIONEERING IN RURAL SERVICE 
CHART II 


until the late 20’s that high speed trans- 
portation equipment for construction 
and operation became available. Im- 
agine, if you can, trying to operate 
over a muddy dirt road in a solid rub- 
ber tired Ford truck. The writer does 
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e 


not have to imagine, he remembers. Or 
replacing a transformer fuse in a trans- 
former serving a farmer with horse- 
drawn equipment 10 to 30 miles in the 
country. It is not at all uncommon now 
to observe this being done at distances 
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e 


of 50 and more miles. Even yet we man to get over the roads than the 
read of candidates for governor plat- farmer? 
forms calling for construction of 


“farm to market roads.” Is there any N’ let us suppose that there were 


logical reason to think it is any easier roads and transportation equip- 
for a construction crew or maintenance ment as we now know them as early as 
AUG. 1, 1946 142 
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CHART IV 


7 


1925. Cost of construction still made 
general rural line building unfeasible. 
Conductor strength very effectively 
limited the span length, requiring many 
poles per mile. These in turn required 
all the pole appurtenances and labor. 
The first real hope of being able to 
do the job was occasioned by the intro- 
duction of the steel reinforced alumi- 
num conductor. Much disappointment 
and expense were experienced when at- 
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tempts were made to utilize its much 
greater strength by lengthening spans. 
Vibration caused it to fail. Many of 
the older operators still object to the 
use of aluminum. This trouble was 
eliminated by the introduction of rein- 
forced insulator mounts and vibration 
dampeners. 

Using the records of the Oklahoma 
Gas & Electric Company — only be- 
cause they were available — to show 
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CHART V 


how effective this line of attack was 
towards reducing line cost and cor- 
responding reduction to the rural user, 
refer to Chart Number I. Remember 
this came about, not because of some 
law, but by intelligent use of materials 
AUG. 1, 1946 


as they became available. All com- 
panies have a very similar record. 
Chart Number II shows the number of 
poles per mile required 1915 through 


1940. Also the price of poles. 
For instance, 1922 conductor strength 


144 





PIONEERING IN RURAL SERVICE 
CHART VI 


e 


required 38 $14 poles per mile, at a total 
cost of $532 per mile for poles alone. 
Add to this pole top material, labor, and 
transportation, and it is not surprising 
that costs approached $2,000 per mile. 
Note that by the end of 1928 poles per 
mile had been reduced to 17 and a fur- 
ther reduction to 13 by the end of 1935. 
Note also that the price of poles mate- 
tially lowered after 1928. This was 
due to the introduction and acceptance 
after proving of the creosoted pine 
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pole, replacing the white cedar, grown 
in limited areas and in limited quan- 
ties, entirely. 


H™ is surprising information for 
those not familiar with the labor 
record. In 1915 a line crew drew a total 
of $28 per day and the labor cost of 
building a mile of line was in excess of 
$700. By 1940 this same crew drew a 
daily wage of $64, but the labor cost of 
a mile of line was reduced to $150, This 
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to do much of the work formerly done 
by hand. Sermons could be preached 
from information contained in Chart 
Number ITI. 

Many attempts were made by indi- 
viduals to operate one wire line to 
ground. This was successful in a lim- 
ited number of cases, but was not gen- 
erally feasible. The multiground line 
was tried and though practical did not 
offer much saving until the one bushing 
transformer was developed and light- 
ning arresters improved. The one 
bushing transformer, after years of re- 
search on the part of the manufacturers 
and proving by power companies, was 
introduced and immediately accepted 
in the first part of 1935. 


ft Be. use of multigrounded lines and 
the one bushing transformer 
brought about another difficulty—that 
of rural telephone interference. Almost 


all of the Middle West was covered 
with grounded telephone lines usually 
owned and operated by the farmers. 
Conversation over such lines was never 
too good, but they did serve in emer- 
gency to save much time, and worked 
after a fashion until a multiground 
electric line was placed in operation. 
Then they were not good even to 
“whoop and holler” over. The two just 
would not work together. The courts 
had ruled in some test cases that a 
grounded telephone line was in effect 
defective or outmoded service; yet the 
telephone operator believed the new- 
comer should stand the expense of cor- 
recting the ills, and insisted on his 
“rights.” Time and compromise took 
care of this situation. 

Chart Number IV shows the cost 
variation of a 3-kilovolt transformer 
and meter. 
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a ppm the period 1925-1935, the 
cost of a 50-60 ampere 3-wire 
meter loop installation was reduced 
from near $50 to $10 and brought to 
the outside. This resulted in much ad- 
ditional saving in the cost of the farm- 
ers’ distribution system. 

Chart Number V, shows the com- 
bined labor and material cost in dollars 
of a mile of line. Observe that the large 
reduction took place during the period 
1928-1936, that it was practically com- 
plete by 1935, and from 1936 to 1940 
leveled off. A study now would prob- 
ably show an increase. 

Utilization equipment has always 
been a problem and still is. That is pro- 
ductive equipment. Household equip- 
ment designed primarily for urban use 
is very general, but much does not meet 
the need for the farm home. Take, for 
instance, the refrigerator. The farmer 
thinks and says “That machine is the 
finest I ever saw.” But that does not 
necessarily mean that it meets his need. 
An urban user of dairy products, if he 
is a liberal one, puts say three quarts 
of chilled milk in his refrigerator each 
day. The farmer has need for that 
many or more gallons of warm milk. 
Such comparisons could go on almost 
without end. The farmer’s wants are 
limited by his knowledge of what is 
available; his needs are very often an 
entirely different thing. 

It goes almost without saying that 
the price of an article determines its 
purchase and use. Look at Chart Num- 
ber VI and observe the declining price 
of a radio 1928-1939, The 1939 model 
gives better reception than its 1928 
predecessor. How many radios would 
be in use had the price remained at the 
1928 level? The manufacturers have 
been doing a good job on much utiliza- 
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tion equipment. But the job is far from 
complete on farm productive or chore 
equipment. 


HERE has been entirely too much 

loose talk about “high rates,” “un- 
fair practices,” “service at cost,” with- 
out definition of the meaning of the 
phrases. Everyone would much pre- 
fer to buy and have a 1939 radio at 
$22 on which someone made a profit 
than a 1928 model at $189 “at cost.” 
The farmer is not “demanding”’ utili- 
zation or “chore” equipment. It must 
be sold. If we wait for someone to do 
it “at cost” the job will never be done. 
We may be much better off to have 
something at $3 than not to have it at 
$2. It is not dishonorable to perform 
a service for profit. 

The loose talk is an actual disservice 
to the farmer in his decisions of the 
kind of equipment he may purchase. 
Check Chart Number VII, being a com- 
parison of the relative cost of an auto- 
matic water pump as versus a wind 
wheel. There is sufficient difference be- 


tween the first cost of a motor pump 
and wind wheel to pay the additional to 
the electric bill for the amount of wa- 
ter a wind wheel will pump for house 
use for a longer period than the aver- 
age life of the wind wheel. 

“Chore” equipment can be of tre- 
mendous importance to the farmer. 
Many studies show that small motors 
perform tremendous tasks in terms of 
labor saved ; for instance, time and mo- 
tion studies show that an automatic 
water pump with a water distribution 
system can and does save more labor 
in a year for the farmer than a tractor 
could if it were automatic in the plow- 
ing, planting, and cultivating of his 
fields. 

In conclusion, may I suggest that 
each individual power company make 
a search of its own record. The find- 
ings will probably be tremendous, but 
enlightening as well as gratifying. The 
record of most power companies with 
respect to rural service is one that they 
may well view with pride. I earnestly 
suggest that such a study be made. 





The Price of Progress 


cy AM convinced that the system of private enterprise can 

create more progress and generate more prosperity than 
can any state-controlled economy. It cannot, however, if we try 
to live on past glory. We must keep on our toes, ever eager to 
learn what the public wants and needs, and we must be con- 
stantly alert to improve our contracts and our service. 

“Tt will not be promises or propaganda that will determine 
whether private initiative or state control will dominate the econ- 
omy of the Western Hemisphere in the next quarter century. 
This will be determined by the concrete results that each of us 


will be able to achieve.” 


-—JEssE W. RANDALL, 


President, Travelers Insurance Company. 
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The Significance of Public 
Ownership of Utilities 


PART I 


If, declares the author, we have arrived at the period when 
government not only protects and regulates, but must also ac- 
tually own and operate industry, we have arrived at the period 
of collectivism as advocated by the Socialists and Communists. 


By J. A. WHITLOW 


S government or municipal own- 
| ership of public utilities social- 
istic? This $64 question is an 
important one in these days when we 
are seeing such a substantial expansion 
of the Federal government in the field 
of electric power. Most people inter- 
viewed on this subject are undecided, 
but there are some who quickly ex- 
press an affirmative answer and there 
are others who as stoutly hold to the 
negative. The average person employed 
in the field of private utilities is usually 
quick to express the opinion that this 
move is socialistic, while there are 
some, including a few businessmen 
who profess to abhor socialism, who 
express the opinion that government 
participation in the electric utility busi- 
ness is not socialistic. Is the utility man 
merely expressing a quick reaction to 
throw discredit on this movement ; and 
is the person favoring government 


power, but who sincerely opposes so- 
cialism, unconsciously lending his 
voice and his influence to a socialistic 
program? For instance, The New York 
Times mildly favors the expansion of 
government power and the St. Louis 
Post Dispatch more passionately advo- 
cates that doctrine. A certain midwest- 
ern newspaper is known for diligently 
advocating government hydro power, 
and advises its city to take over the local 
property of its electric service company. 
This position was recently criticized 
by an executive of the company as so- 
cialistic. The newspaper replied that 
it was “stoutly opposed . . . to socialized 
business in any form or even in flavor.” 
This is certainly a divergence of opin- 
ion that calls for explanation. 

In exploring a problem, we usually 
consider that the opinion of experts in 
that problem gives us the best authority 
on which to base conclusions. Certain- 
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ly the Socialists themselves are the best 
experts on socialism, and their opinion 
on this subject would seem to be con- 
clusive. Without any exception the 
Socialists are highly in favor of mu- 
nicipal or government ownership of all 
utilities. It is one of their first pre- 
cepts and the very essence of socialism 
according to the Socialists themselves. 

The head of the Socialist party is 
Norman Thomas who, in several na- 
tional elections, has been the Socialist 
candidate for President. His opinion 
of government ownership of electric 
power was pronounced when he said: 

The TVA is the only genuinely socialistic 
act (in the New Deal) .. . a flower in the 
midst of weeds. (Chattanooga Times, Febru- 
ary 15, 1934.) 

Ten years later Mr. Thomas still 
has the same opinion, as indicated from 
a news item in the Louisville Courier- 
Journal of October 9, 1944: 

Nashville, Oct. 8 (AP)—The Tennessee 
Valley Authority exemplifies “what social- 
ism might do” and “the techniques it would 
use in the process,” Norman Thomas, So- 
cialist candidate for President, told an audi- 
ence here today. 

Note particularly Mr. Thomas’ 
statement in reference to the “tech- 
niques” to be followed by the Socialists, 
as reference will be made to this later. 


HILE it is known that the Social- 

ists believe in government own- 
ership of all industries, the question is 
sometimes asked why they select elec- 
tric utilities for such an intensified 
drive. Historically, the reason is not 
hard to determine. It will be remem- 
bered that, back in the late 90’s, there 
was a strong movement in this country 
for government ownership and opera- 
tion of railroads and telegraph lines. 
This assumed national proportions and 
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was written into the platforms of both 
the Populist and Democratic parties, 
During World War I, the government 
did actually take over and operate the 
railroads. The results were so un- 
happy that government ownership of 
railroads received a very black eye, and 
the Socialists realized that they could. 
not bring about their objectives on a 
national scale over a very short period 
of time and, therefore, they instituted 
a program which they have entitled the 
“gradual socialization of industry.” 

Electric utilities were not organized 
on a national scale, but were largely 
local and separated into hundreds of 
different operating companies, some 
large and some small. Furthermore, 
there were often local controversies and 
municipal ownership campaigns in 
which the Socialists could easily partic- 
ipate. They have very proficient writ- 
ers and speakers and can succeed in ex- 
aggerating any local problem or even 
creating one where no controversy ex- 
ists. In most states, companies must 
renew their franchises at stated periods 
and this is almost invariably accom- 
panied by a certain amount of disturb- 
ance and offers a fine opportunity for 
promotional and propaganda groups to 
present their arguments. The Govern- 
ment Ownership League of America 
stated in its bulletin that there is no 
place in the United States that it 
could not reach with its speakers and 
literature within forty-eight hours. 
Then there were the holding com- 
panies, “absentee owners,” and all the 
antiutility argument that could be built 
around them. 


HE Socialists advocate the aboli- 
tion of private property, particu- 
larly, of essential industry and those 
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connected with the natural resources, 
and a declaration for government own- 
ership always appears in their national 
platforms. Thus, as far back as their 
1928 convention, the Socialist plat- 
form advocated : 


1. Nationalization of our natural resources, 
beginning with the coal mines and water 
sites, particularly at Boulder dam and Mus- 
cle Shoals. 

2. A publicly owned giant power system 
under which the Federal government shall 
cooperate with the states and municipalities 
in the distribution of electrical energy to the 
people at cost. 


As far back as 1920, the Socialists’ 
platform contained the following para- 
graph: 

1, All business vitally essential for the ex- 
istence and welfare of the people, such as 
railroads, express service, steamship lines, 
telegraphs, mines, oil wells, power plants, 
elevators, packing houses, cold storage plants, 
and ail industries operating on a national 
scale, should be taken over by the nation. 
The granddaddy of all Socialists- 

Communists, Lenin, said, “Socialism 
is state electricity plus bookkeeping.” 


N°? one reveals the Socialists’ ap- 
proach so clearly as H. S. Raush- 
enbush who in the New Leader of 
March 12, 1927, outlines the technique 
to be followed in a paper entitled, “A 
Program of Gradual Socialization of 
Industry.” In referring to the power in- 
dustry, he says, “We cannot hope to 
take over the entire eight billion dollar 
industry successfully, even if it were 
generally thought advisable to do so,” 
but he goes on to say that a scattered 


series of great generating plants with 
transmission lines would 


have a very considerable influence. .. . If we 

don’t bite off more than we can chew, we 

may have a good deal to chew on in the 
coming years. 

Mr. Raushenbush further recites the 
various attempts the Socialists have 
made to take over this industry. The 
first was municipal plants which, he 
says, 

can no longer compete in rates and efficiency 

with new plants being established by com- 

panies, 

The last attempt which, he says, “‘is 
much more hopeful” is government 
ownership at Muscle Shoals, Boulder 
dam, and on the St. Lawrence river 
which he proposes as a “yardstick,” 
and this is the first mention we find of 
the famous term “yardstick” so vigor- 
ously advertised and promoted in later 
years. 

Many more examples could be 
quoted, but this should be sufficient to 
indicate why the Socialists are so in- 
terested in electric power and how gov- 
ernment intrusion in this field con- 
forms to the “technique” mentioned by 
Mr. Thomas and fits so well in the pro- 
gram of gradual socialization of indus- 
try. 

socialism and Socialism 
B” many people say the govern- 
ment runs the post office, cities - 
manage their police and fire depart- 
ments, and that if we are correct in say- 
ing public ownership of electric utilities 


e 


“Turis word [socialism] is derived from the word ‘society,’ 
meaning that when some business ts owned and managed or 
some function performed by society, it is socialistic. But 
socialism in. that sense is quite different from the socialism 
advocated by the Socialists themselves.” 
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is socialistic, then these other things 
must also be socialistic. This takes us 
to a study of the word “socialism.” 
This word is derived from the word 
“society,” meaning that when some 
business is owned and managed or 
some function performed by society, it 
is socialistic. But socialism in that 
sense is quite different from the social- 
ism advocated by the Socialists them- 
selves. For instance, take the word 
baptism. A certain group of people be- 
lieve in baptism by immersion, and one 
of the great protestant congregations 
is therefore called Baptist. A person 
who is generous in his attitude, and 
broad-minded towards his fellow men, 
is said to be democratic. So, one of our 
national parties has adopted this word 
and calls itself the Democratic party. 
At each general election, this party sets 
up a platform stating a certain program 
of principles and objectives. Repre- 
sentative form of government is said 
to be a republican form of government. 
So, another party has adopted the 
name, Republican party, and it also has 
a definite platform, usually at vari- 
ance with the platform of the Demo- 
cratic party. These common nouns 
with a general meaning become proper 
names with a specific meaning and 
purpose. 

Any act is socialistic if it is per- 
formed by society, but the Socialists 
have adopted this word in naming the 
Socialist party, with a capital “S,” and 
this party has also a definite platform 
and that platform advocates the aboli- 
tion of private property and the na- 
tionalization of industry. In order that 
there can be no doubt as to what they 
are after, Mr. Raushenbush says “our 
long-time aim is the abolition of the 
profit system for private use.” Of 
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course, the postal service is socialistic 
in the sense it is conducted by society. 
Likewise, the fire department and po- 
lice department are socialistic in the 
same sense. Even fraternal lodges, life 
insurance companies, and such uphold- 
ers of free enterprise such as chambers 
of commerce, because they are con- 
ducted by some fragment of society, are 
examples of socialism in the general 
sense ; but today when we speak of the 
Socialist party and the principles of 
socialism as advocated by that party, 
we mean the socialism of Norman 
Thomas and of his Socialist party, who 
have the particular objective of nation- 
alizing industry and the elimination of 
private property, even including the 
land, as illustrated by recent actions of 
the leftist government of Britain. In- 
stead of using the term socialism, we 
sometimes use the more general term 
collectivism, which applies to those 
acts performed collectively, and which 
would include not only socialism but 
related ideas such as communism (de- 
rived from the word “community’), 
which in a sense covers the same 
ground as socialism, but with a differ- 
ent approach. 


The Difference between Socialism 
And Communism 

N order to understand our subject 
more thoroughly, it would be well 
at this point to discuss the differences 
between socialism and communism. 
Each has a somewhat different mean- 
ing in different countries and at differ- 
ent times, but as they have developed in 
our American life today, there is very 
little difference in their meaning and in 
their principal objectives. The chief 
difference is simply in the approach to 
their objectives, which are the elimina- 
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Meaning of Socialism and Communism 


a4 _<— [socialism and communism] has a somewhat different mean- 

ing in different countries and at different times, but as they have 

developed in our American life today, there is very little difference in their 

meaning and in their principal objectives. The chief difference ts simply 

in the approach to their objectives, which are the elimination of the profit 
system and private property.” 





tion of the profit system and private 
property. The Socialists would do this 
by legal methods through gradual 
changes in government which would 
include changing the Constitution and 
changing the economic system by the 
“gradual socialization of industry,” 
and by the elimination of private own- 
ership of property, particularly all 
property which produces or performs 
services. 

The Communists on the other hand 
would not wait for such slow develop- 
ment. Overthrow of Capitalism must 
be more immediate. They would bring 
the desired changes about by violent 
overthrow of government. Thus, in 
the state of Oklahoma, we have seen 
certain alleged Communists arrested 
and temporarily convicted of distribut- 
ing literature which, it was claimed, 
advocated violent overthrow of gov- 
ernment, 

Herbert Hoover and Hugh Gibson 
in their recent book, The Problems of 
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Lasting Peace, thus described the two 
schools : 


The major distinction between the Social- 
ists and the Communists was that socialism 
was to be applied by parliamentary action, 
whereas communism was to be applied by 
revolution and “dictatorship of the prole- 
tariat.” 


B ace: BurNHA\M, in his interesting 
book, The Managerial Revolution, 
thus describes the technique of the 
process of communism : 


1. The capitalists will be eliminated or 
rendered impotent and negligible, and 


2. The masses will then be curbed, partly 
by armed suppression and partly by new 
ideologies. 

H. S. Raushenbush, previously 
quoted, has discussed the two methods 
of approach in an article in the New 
Leader, March 5, 1927, entitled, ““Cata- 
clysmic Socialism or Encroaching 
Control.” By cataclysmic socialism, he 
apparently means violent revolution. 
Should the collectivists take violent and 
sudden possession of property and in- 
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dustry, or should they proceed by the 
more humane and gradual process of 
encroaching control? He decides 
against violence because apparently it 
wouldn’t work in this country where 
the worker is too prosperous. He says, 
“We have no caste system in this coun- 
try. ... The workers of this country 
are climbing, through marriage, the 
education of their children, and the 
like, out of the proletariat, as rapidly 
as they can go about the business. . . . 
Unfortunately, Europe serves as a 
basis for comparison,” by which he 
means where socialism or communism 
has been tried in Europe, the standard 
of living is so much below that of 
America that our people prefer the 
American system. So he decides en- 
croaching control is more acceptable, 
and suggests as one of the means of ap- 
proach, “a power authority,” and this 
is the first mention in this country of 
the ideas later incorporated into the 
Tennessee Valley Authority and other 
proposed river authorities. 


0 while comrade Raushenbush, an 
American citizen, advocates en- 
croaching control, or the gradual so- 
cialization of industry, he appears to 
surrender the idea of violence rather 
reluctantly. He says, “It is not pleas- 
ant to give up the dream of violent tri- 
umph, we are sensitive about it.” Like- 
wise, Earl Browder, for a long time 
the leader of the Communists in this 
country, states, “History does not 
show a single example in which state 
power has been transferred from one 
class to another by peaceful means.” 
He also says, “Some form of violence 
is unavoidable. There is no possible 
choice between violence and non- 
violence.” 
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Such principles naturally do not con- 
form to the ideals of the Christian re- 
ligion which, probably, explains why 
communism can only be antireligious. 
This is illustrated from other quota- 
tions by Mr. Browder: 


Communists believe that the social func- 
tion of religion and religious institutions is 
to act as an opiate. We stand without res- 
ervations for education that will root out be- 
lief in the supernatural. 

We Communists do not distinguish be- 
tween good and bad religion, because we 
think they are all bad for the masses, 


A Modern Definition of Socialism 


W: have now seen that whatever is 
performed collectively is social- 
ism (performed by society) or com- 
munism (by the community). But 
how is business to be performed, or 
property owned, by the community or 
by society? A pure socialistic state, or 
undertaking, would be one where all 
members of society could meet and 
each have a voice in the conduct of af- 
fairs. Such states have existed, and 
there have been undertakings where 
property has been owned and adminis- 
tered in such a way. This is only pos- 
sible where the group is small. It is not 
possible for all members of society to 
meet together to pursue their common 
objectives where the membership is 
large, or covers a large expanse of ter- 
ritory. In such cases, society would 
have to act through representatives. In 
such vast countries as the United 
States or Russia, or even Britain, 
the public ownership of property and 
the furnishing of service can only be 
performed by some central body which, 
of course, means the state through its 
government and, therefore, socialism 
in the modern sense and in actuality can 
only be government ownership and op- 
eration of property and service, or as 
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Professor Burnham puts it in his in- 
triguing book, The Managerial Revo- 
lution, it is government ownership and 
operation of the “instruments” of 
production. 

This is not any new or original idea. 
It is a well-known and thoroughly de- 
veloped idea. 


W: find the same thought repeated 
in many places of which the fol- 
lowing are some examples : 

Charleston, South Carolina, News- 
Courier, March 16, 1945: 


The definition of socialism most nearly 
comprehensive and accurate is “govern- 
mental ownership, control, or operation, or 
all three, of the means of production, trans- 
portation, and communication.” 


The Ledger, Fairfield, lowa, Septem- 
ber 13, 1941: 


Communism may be defined as the gov- 
ernment owning and controlling the prop- 
erty. Property in all cases meaning, the 
means of production, transportation, and 
distribution, 


New York Daily Mirror, June 29, 
1945: 


Socialism or communism — proposes to 
own all the means of production, distribu- 
tion, and transportation. 


H. G. Wells in the Outlines of His- 

tory, Volume IV, page 1102: 
The gist of the socialist proposal is that 
the land and all the natural means of pro- 
be 


duction, transit, and distribution shoul 
collectively owned. 


The Encyclopaedia Brittannica: 


Socialism is essentially a doctrine ‘and a 


movement aiming at the collective organiza- 
tion of the community in the interest of the 
mass of the people by means of the common 
ownership and collective control of the 
means of production and exchange. 


Of course, the land is one of the in- 
struments of production, so, for an all- 
inclusive definition, we can say today 
that socialism or communism in a large 
country means government ownership 
and operation of the land and the means 
of production and distribution. Cer- 
tainly, government ownership of elec- 
tric power systems fits this definition 
without any question and should re- 
move the least doubt in anyone’s mind 
as to whether this trend is socialistic, 
and we have quoted enough instances 
to prove that such is the idea of the 
Socialists themselves as they should be 
able to distinguish “socialized business 
in any form or even in flavor.” 


The Functions of Government 


| lye rwee wary in discussing these 
ideas has almost invariably proved 
that the average citizen is left in a con- 
fused state of mind when you apply this 
definition of modern socialism, because 
government does actually own a lot of 
property and is engaged in many lines 
of business. Some of these are neces- 
sary and can only be performed by 
government; therefore, we would like 
to know when government ownership 
or control is a proper function of gov- 
ernment. When is it a duty performed 
by society and, therefore, socialistic, as 


7 


“A PURE socialistic state, or undertaking, would be one where 
all members of society could meet and each have a voice in 
the conduct of affairs. Such states have existed, and there 
have been undertakings where property has been owned and 
administered in such a way. This is only possible where the 


group is small.” 
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contrasted with that form of govern- 
ment ownership which conforms to the 
ideas of a socialistic party and points 
towards the ownership and operation 
of all property, all means of produc- 
tion, as advocated by the Socialist or 
Communist parties with a capital “S” 
and a capital “C’”’? 


N the beginning, the forms of gov- 
ernment originally developed were 
purely for protection. Strong families 
or strong tribes were able to offer pro- 
tection to weaker individuals or weak- 
er tribes, protecting them from preda- 
tory activities of other strong men or 
strong tribes. As the children of Israel 
settled in the promised land, there was 
no organized form of government 
whatever and one of their first acts was 
to build what they called Houses of 
Refuge, to which someone who was re- 
sponsible for a misdeed, either acci- 
dental or intentional, could flee and 
have protection for a cooling-off pe- 
riod, until his act could be duly ap- 
praised by society. In the Middle 
Ages, people placed themselves under 
the protection of feudal lords or robber 
barons, who were able to protect them 


from other robber barons. As we pass 
down through the centuries and society 
becomes more complex, we finally 
arrive at the industrial revolution when 
people needed protection in a wider 
sense than merely protection from vio- 
lence. We then arrive at the period of 
regulation by government, best illus- 
trated in this country by the formation 
of our Interstate Commerce Commis- 
sion followed by all the various acts of 
Congress for the protection of the pub- 
lic, such as the assurance of pure food 
and drugs, and regulating the conduct 
of groups or business on most every 
scale. If we have now arrived at the 
period when government not only pro- 
tects and regulates, but must also ac- 
tually own and operate industry, we 
have arrived at the period of collec- 
tivism as advocated by the Socialists 
and Communists. We should under- 
stand these trends and not be gradually 
wafted into a condition which has been 
particularly abhorrent in the develop- 
ment of America. We should under- 
stand these trends and who is promot- 
ing them through such ingenious de- 
vices such as “encroaching control” or 
the “gradual socialization of industry.” 


(To Be Concluded in the Next Issue of the FortNIGHTLY.) 





— was fortunate for the country that these previous 
authorizations [for Grand Coulee and Bonneviile 
dams] were able to make good our national defense defi- 
ciencies in the field of electrometallurgical and electrochemi- 


cal processes. These remarkable war contributions were 
further made possible by the wise provisions, applying to 
actual and potential markets. As a result of this policy new, 
heavy industry came to the Columbia basin. The recent leases 
by the War Assets Administration show plainly that this in- 
dustrial capacity will remain in the Columbia basin...” 
—HeEnry M. Jackson, 
U. S. Representative from Washington. 
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Government Utility 
Happenings 


SWPA-Power Company Meet 
On $7,500,000 Program 


oucLas G. Wricnut, chief of the 

Southwestern Power Administra- 
tion, has announced that he will confer 
with private utility executives in regard 
to the agency’s $7,500,000 construction 
program. 

Funds for transmission lines to inter- 
connect the major dams operated by 
SWPA were approved recently by Con- 
gress, together with other Interior De- 
partment appropriations. Administrator 
Wright said that he would discuss with 
representatives of power companies in 
several southwestern states the integra- 
tion of the new Federal transmission 
lines with the company systems in that 
area. Construction of the lines will get 
under way as soon as preliminary ar- 
rangements can be completed and mate- 
rials are obtained, he added. 

Original construction plans of the 
power agency, which included a number 
of other transmission lines as well as sev- 
eral steam generating plants, were re- 
vised when Congress reduced the SWPA 
budget for the coming year from a re- 
quested total of $23,000,000 to the $7,- 
500,000 figure. All funds for steam plant 
construction were eliminated in this re- 
duction. 

As a result, Administrator Wright de- 
clared, SWPA must obtain steam power 
from private power companies to “firm 
up” its hydroelectric output. Arrange- 
ments for obtaining this steam power, he 
indicated, would be a major topic of his 
discussions with utility company officials. 

Major transmission lines to be built 
with funds provided by the recent con- 
gressional appropriation will link the 
Grand River dam (which has been re- 
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turned to the Grand River Dam Au- 
thority, an agency of the state of Okla- 
homa) and the Norfork and Denison 
dams. Mr. Wright said that “tentative 
plans” also have been formulated for the 
construction of a 66-kilovolt line from 
Denison dam to Greenville, Texas. This 
line will connect with another new line, 
which will reach the northern Texas 
towns of Garland, Farmersville, Com- 
merce, Cooper, and Paris. 


¥ 
Wickard Hits Utility Plans 


For Farm Extensions 


Pa power company proposals for 
speeding farm electrification were at- 
tacked in two recent statements by Rural 
Electrification Administrator Claude R. 
Wickard. 

Administrator Wickard’s comments 
were contained in a letter to certain col- 
leges and farm organizations, and, sub- 
sequently, in a speech delivered before a 
statewide meeting of electric codpera- 
tives at Austin, Texas. On both occa- 
sions he lashed out at what he termed as 
efforts to persuade agricultural groups 
and educational institutions to “join with 
the power companies in programs pro- 
moting rural electrification.” 

According to the REA official these 
activities grew out of a meeting last 
spring in Chicago, when private electric 
company groups met with American 
Farm Bureau Federation representatives 
to discuss extension of rural electric 
service. At that time the utility companies 
announced that they had set up a $300,- 
000,000 budget for extending their farm 
area service. Administrator Wickard 
attended this meeting, but refused an in- 


AUG. 1, 1946 





PUBLIC UTILITIES FORTNIGHTLY 


vitation for REA codperation with the 
companies. 

In his letter to the colleges and farm 
groups, he outlined his reasons for this 
refusal. He said: 


Despite the fact that no one can be against 
the objective of promoting rural electrifica- 
tion, I do not believe it advisable for REA 
to participate in the programs proposed by 
the private utilities, which have in the past 
opposed and which today continue to oppose 
the REA program. 


} if rena that the “Edison Electric 
Institute apparently is taking the 
lead in making these proposals,” he de- 
voted much of the remainder of this 
statement to an outline of EEI activities 
which he considered inimical to the ad- 
vancement of rural electrification. He 
accused specific officials of the institute 
of such activities, as follows: 


The newly elected president of the EEI 
[Grover C. Neff] last October, officially rep- 
resenting EEI, appeared before a congres- 
sional committee in opposition to legislation 
which would have authorized additional loan 
funds for REA.... 

The rural service manager of the Edison 
Electric Institute [Roy W. Godley], who has 
recently taken the lead in approaching educa- 
tional and research groups, previously served 
as agricultural counselor of a utility com- 
pany which perhaps outranks any other in 
Its antagonism to the REA program. This 
company, during the period of his employ- 
ment, effectively blocked REA expansion in 
West Virginia. ... 


Individual power companies also are 
attempting to hamper REA, he charged. 
These efforts include “cream-skimming 
and spite-line tactics intended to forestall 
or bankrupt codperative development.” 
To these familiar complaints, he added 
another accusation against the companies 
which has been mentioned frequently in 
recent statements by REA staff members. 
He said: 


In almost a score of states, codperatives 
are subjected, under vigorous protest, to 
dual-rate wholesale power contracts which, 
by prescribing unjustifiably higher rates for 
certain power loads, assist the power com- 
panies in their efforts to control and domi- 
nate the affairs of the codperatives by direct- 
| the disposition of the energy which they 

to the codperatives at wholesale. 
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As to “a division of the territory yet 

unserved” between the codpera- 
tives and private power companies—a 
proposal which Mr. Wickard said he had 
refused several times—he made the fol- 
lowing comment: 

I have .. . made clear my views with re- 
spect to territorial division. I am confident 
that those views are shared almost universal- 
ly by REA cooperatives. They agree with 
me that territorial agreements would tend to 
defeat the purpose of the REA Act by ex- 
cluding some farm people from its benefits. 
They recognize that such agreements, while 
depriving those farm people of REA service 
on the one hand, give no positive assurance, 
on the other hand, of service from another 
source. Further, neither I nor the average 
board of directors of an REA cooperative 
would or could justifiably tell farm people 
that, despite their wishes, they could not co- 
dperatively own and manage their electric 
facilities, the same as any other essential 
farm service. And, there is also the ques- 
tion as to the legality of any such agree- 
ments under Federal and state laws. 


Similar arguments against any pro- 
posed codperation between the utility 
companies and REA were advanced by 
the administrator in his Texas speech. 
However, he made special mention of the 
National Association of Electric Com- 
panies, which he listed with EEI as the 
“two major organizations” of the private 
utilities. 

This association, he declared, also has 
displayed hostility to the REA program 
by opposing measures in which the 
agency evidently feels it has an interest. 
He quoted the remarks of an NAEC ex- 
ecutive approving “flood-control, im- 
provement of rivers and harbors, eco- 
nomical navigation projects, and reclama- 
tion and irrigation projects, if soundly 
planned on the basis of reasonable eco- 
nomics and efficiency.” On this state- 
ment Mr. Wickard offered the following 
comment: 


The American people are fortunate that 
. .. [the] association has not succeeded in its 
efforts to impose its idea of “reasonable eco- 
nomics and efficiency” on our river develop- 
ment program. Had it succeeded, we would 
be deprived of many . . . recently authorized 
. . » projects which are made economically 
possible by power installation. 


Meanwhile, there were indications that 
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the private utility industry was continu- 
ing its plans for the expansion of its rural 
electric services. Companies in various 
sections of the country reported that they 
were proceeding with extensive rural 
programs as rapidly as the necessary ma- 
terials became available. 


* 


Shift of Bonneville Staff 


Spe important changes in the staff 

of the Bonneville Power Administra- 
tion have been effected during the past 
few weeks. These shifts have involved 
the departure of three officials for posi- 
tions with other governmental agencies. 

Robert R. Willard, a member of 
Bonneville’s legal staff since 1939, has 
been appointed general counsel to fill the 
vacancy created by the departure of C. 
Girard Davidson. The latter recently 
took over his new duties as Assistant Sec- 
retary of Interior. 

Kenneth B. Aldrich, former chief of 
Bonneville’s transmission development 
unit, has accepted an appointment as di- 
rector of the Arizona Power Authority. 
This appointment was announced by 
Governor Sidney Osborne of Arizona. 
Willard Johnson, who was an employee 
of the same Bonneville unit, has joined 
the Arizona agency as chief of system 
development. 

The Arizona Power Authority was 
created by the state legislature in 1944 
to codrdinate Arizona’s power resources. 


* 


Wind-up of Wisconsin Hydro 
Sale Fight Approaches 


RAL arguments before the Wiscon- 

sin Public Service Commission on 

July 22nd marked the closing of the rec- 

ord in the proposed sale of the Wisconsin 

Hydro Electric Company properties to 
the Badger Electric Codperative. 

The case, which has been before the 
commission for several months, devel- 
oped out of an order by the Securities 
and Exchange Commission directing the 
sale of Wisconsin Hydro, a subsidiary of 
Eastern Minnesota Power Corporation. 
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The Badger Co-op, an association of sev- 
en rural electric codperatives, bid $3,- 
449,000 for the property, which includes 
electric-generating and distribution fa- 
cilities in seven Wisconsin counties and 
gas plants at Monroe and Platteville, 
Wisconsin. 

Protests against this proposal were 
taken to the public service commission, 
which must approve any sale of these 
properties, by a number of municipali- 
ties served by Wisconsin Hydro and by 
the Northern States Power Company. 
The municipalities contended that the 
purchase of the system by the codpera- 
tive would hamper the plans of several 
towns to set up their own municipal elec- 
tric systems. Northern States Power 
Company, which made an offer of $3,- 
100,000 for the Wisconsin Hydro facili- 
ties, argued that Badger, backed by al- 
most unlimited borrowing credit with the 
Rural Electrification Administration, 
had made a bid greatly in excess of the 
value of the property. 


HE latter contention was upheld by 

the recommendations of the public 
service commission examiner, Calmer 
Browy, who took more than 1,300 pages 
of testimony during several weeks of 
hearings on the case. He urged the com- 
mission to disapprove the purchase by 
the codperative. 

He pointed out that Badger had se- 
cured one loan of $3,649,000 from REA 
to make the purchase and planned to bor- 
row another $1,900,000 to improve the 
property. He said that the co-op was 
seeking permission to borrow up to $10,- 
000,000 for taking over and operating 
the system. 

Thus, he continued, Badger was plan- 
ning to go into the utility business by 
means of loans from a Federal agency. 
The public service commission must con- 
sider this financing proposal, he added, in 
carrying out its duty to provide “reason- 
able protection” for investors in utility 
securities. He coniinued: 

The immediate investor in this case is the 

Federal government, representing the tax- 


pavers. Who the subsequent investors may 
during the next twenty-five years cannot 
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be foretold. Even though the present Rural 
Electrification Administration stands ready 
to make the loan and to take the mortgage 
notes as security, the commission none the 
less has the duty to be assured that reason- 
able protection is afforded the purchasers of 
the securities to be issued. The legislature 
has placed that duty on the commission, and 
no investor or other party by waiver can re- 
lieve the commission of its obligations under 
the statute. 


Listing previous decisions by the pub- 
lic service commission and the courts 
which denied utilities permission to issue 
stock in excess of the value of the prop- 
erty, the examiner declared that “nothing 
in the present case warrants a departure” 
from that policy. 

The examiner’s report noted that pub- 
lic service commission engineers and ac- 
countants found the Wisconsin Hydro 
property worth approximately $2,811,- 
776, or about 67 per cent of its original 
value. The report held that the system 
needed additional generating capacity 
and that expenditure of $491,000 for new 
equipment would be necessary within 
two years. 


XAMINER Browy noted that in 1940 
Wisconsin Hydro had requested 
commission approval for a security issue 
of $450,000. This request was refused, 
the commission holding that the company 
already had too high a debt. At that time 
the commission estimated the value of the 
system at $3,180,000 and the company’s 
debt at 65 per cent of this amount. 

The examiner stated that Badger 
claims it would have a debt ratio of 101 
per cent if it purchased the property, but 
commission investigators contend that 
the debt ratio actually would amount to 
121 per cent. Since the purchase de- 
pends upon the commission’s approval of 
issuance by the codperative of mortgage 
notes to REA and the issuance of the 
notes would be contrary to good financ- 
ing, the co-op’s application should be re- 
fused, the examiner concluded. 


* 


Senate Boosts Funds for TVA 


eo giving the Tennessee 
Valley Authority some $20,000,- 
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000 for construction projects were writ- 
ten into the Government Corporations 
Appropriation Bill by the Senate late last 
month. However, members of the House 
immediately pared down this amount to 
about $14,000,000 in conference with the 
Senate on the measure. 

The Senate amendments, sponsored by 
Senator Kenneth McKellar (Democrat, 
Tennessee), provided funds for three 
construction projects which previously 
had been eliminated from the bill by the 
House. These were the Watauga and 
South Holston dams in eastern Tennes- 
see and a fertilizer manufacturing plant 
at Mobile, Alabama. Members of the 
House, during debate on these items, sug- 
gested that TVA should suspend work 
on the two dams until scarce construction 
materials needed in the housing program 
and for other more urgent projects be- 
came more plentiful. 

However, Senator McKellar insisted 
that the dams be completed as rapidly as 
possible, and succeeded in adding appro- 
priations of $17,666,000 for the dams 
and $3,000,000 for the fertilizer plant. 
In conference on the bill, the fund for the 
dams was cut to $14,000,000 and the item 
for the Alabama plant was eliminated 
entirely. These reductions, giving TVA 
a total of $39,906,000 for all expendi- 
tures, finally were approved by both 
House and Senate. 

The McKellar move to speed work on 
both the dams was slowed by another 
House revision of this amendment. At 
the suggestion of Representative Albert 
Gore (Democrat, Tennessee) this pro- 
vision was rewritten to direct that the 
dams be completed at the earliest possible 
date “consistent with economy and con- 
struction efficiency.” 

Representative Gore stated that he had 
been advised that TVA proposed to finish 
the Watauga Dam before resuming work 
on the South Holston project. This 
process seemed necessary, he said, be- 
cause of the shortage of construction ma- 
terials and equipment. If TVA were 
permitted to finish the one project, then 
move its equipment and housing (for the 
construction crew) to the other, it could 
effect great savings, he added. 
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Wire and Wireless 
Communication 


WwW the sudden cessation of OPA 
price regulation as of July Ist, 
pending further congressional attempts to 
extend the same, telephone companies 
found themselves, temporarily at least, 
without the necessity of filing notice for 
proposed rate increases with the OPA. 
However, caution was urged on the 
smaller independent telephone companies 
by the United States Independent Tele- 
phone Association in a communication 


dated July 2nd, signed by the associa- 
tion’s executive vice president, Clyde S. 
Bailey. Mr. Bailey advised his member 
companies in part as follows: 


Under the expired Emergency Price Con- 
trol Act the rates of our telephone com- 
panies were not subject to the same measure 
of regulation by the OPA as the prices of 
nonutility enterprises. A telephone com- 
pany was merely obliged to give the OPA 
thirty days’ notice of any intention to in- 
crease rates and consent to its intervention 
in the resulting rate proceeding. As a matter 
of law, with OPA now dead, it is no longer 
necessary to give such notice. But as a mat- 
ter of codperation with the Federal govern- 
ment we believe that any independent tele- 
phone company contemplating a rate increase 
should, pending further developments, send 
to the OPA the customary notice and in- 
formation set forth in OPA Procedural 
Regulation 11. Director Robert A. Nixon of 
the transportation and utilities division has 
expressed the hope that pending congres- 
sional action on OPA legislation such notices 
will continue. 

The President, in his message to Congress 
vetoing the OPA extension bill, appealed to 
the “patriotism and good sense” of business 
generally to hold the line while Congress 
considers revised legislation. He said: “I 
call upon every businessman . . . to adhere 
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to existing regulations, even though for a 
short period they may not have the effect of 
law.” 

ee! we 


HE Federal Communications Com- 
mission, unofficially, is a little con- 
cerned lest the fresh outbreak of con- 
troversy in Washington, D. C., over the 
use of wire recorders to intercept tele- 
phone conversations may result in pre- 
mature congressional consideration (or 
at least introduction) of hasty legislation. 
The FCC members concede that the 
use of the wire recorder, in connection 
with telephone conversation, has become 
a serious and delicate regulatory situa- 
tion. It recognized this many months ago 
when it held formal and extensive hear- 
ings during the early part of the year on 
various questions dealing with the use of 
the telephone recorder. 

The telephone industry, both Bell and 
independent, then took the position that 
the indiscriminate use of recording de- 
vices violated the secrecy of telephone 
communications in cases where a party 
was not aware that his message was be- 
ing recorded. The recording device man- 
ufacturers and the Navy introduced 
many arguments to the effect that the in- 
crease in the use of recorders during the 
war had proved their value as a business 
office appliance, and for other legitimate 
purposes. 

Delicate legal questions also were 
brought up, such as whether the use of a 
recorder violated the Communications 
Act in the form of an unauthorized in- 
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terception of intelligence, and just how a 
prohibition or regulatory control of the 
use of recorders might be administered 
and influenced from a practical stand- 
point. Keith S. McHugh, vice president 
of the AT&T, at that time explored sev- 
eral possibilities, including an arrange- 
ment whereby recorders could be used 
only in connection with special switch- 
board line connections, which would be 
automatically supervised by operators, 
who would give warning announcements 
to the effect that conversations were be- 
ing recorded. He indicated the willing- 
ness of the Bell system to make available 
such facilities if there were sufficient de- 
mand, but he doubted the latter. 


o recent furor over the use of re- 
corders was a by-product of the 
Senate War Contracts Committee in- 
vestigation involving the activities of the 
chairman of the House Military Affairs 
Committee, Representative Andrew J. 
May of Kentucky. When May’s words 
were brought from the record of tran- 
scribed conversations, it is likely that 
every member of Congress who had 
talked “off the record” with executive of- 
ficials was asking himself, “Did I say 
anything that could be used against me in 
this fashion ?” 

Angry congressional criticism of so- 
called “wire tapping” resulted, although 
little was likely to be done before the 
summer recess. There was a possibility 
that eventually Congress might launch 
its own full-scale inquiry into the prac- 
tice of some government departments in 
recording telephone conversations with 
lawmakers and others. 

Denunciations came from Democratic 
as well as Republican House leaders fol- 
lowing the disclosure made at a Senate 
war profits investigation early last month. 
Speaker Sam Rayburn (Democrat, 
Texas) told newsmen of his great dis- 
pleasure at such secret transcriptions, 
and Republican Leader Joe Martin 
(Massachusetts) termed them “a mean 
practice.” 

“IT don’t know why the bureaucrats 
should have more power on the telephone 
than the FBI,” Martin added, noting 
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that Congress has condemned “wire tap- 
ping” for criminal prosecution purposes. 

Meanwhile, an influential member of 
the special House committee set up to 
investigate “executive agencies which ex- 
ceed their authority” said that group is 
considering a thorough investigation. 

“This practice is not limited to the 
War Department,” the committeeman 
told reporters privately. “Many other 
agencies have been doing it right along 
and I imagine their files are filled with 
transcriptions of telephone conversations 
from Congressmen. We might want to 
find out under what authority they have 
been doing this.” 

The lawmakers’ wrath was directed 
primarily at the War Department, which 
turned over to the Senate war investigat- 
ing committee the record of a conversa- 
tion between Chairman May and an 
Army ordnance officer in 1943. The fact 
that the incident involved a prominent 
House member and was spotlighted by a 
Senate committee did not tend to ease the 
already strained relations between the 
Senate and the House over legislative 
differences. 

“It looks like the Senate is trying to 
embarrass the House, and the War De- 
partment is in on the deal,” one promi- 
nent House member commented. 

One immediate effect of the incident 
may be a steady trek of officials to 
Capitol Hill, it was said. 

ee -a-@ 


SPECIAL fund will be sought for the 

Western Union telegraph rate in- 
vestigation, which was formally ap- 
proved last month by the Federal Com- 
munications Commission. The purpose 
of the investigation, according to the 
FCC’s announcement, will be chiefly to 
see what can be done (in addition to the 
one-year experimental 10 per cent in- 
crease already granted) to take the na- 
tion’s telegraph industry out of the red. 
The commission’s announcement out- 
lined the scope of the probe, for which 
no starting date has yet been announced. 
The board will deal generally with the 
adequacy of service and the prospective 
volume of public demand for the same 
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in the light of competition from fast air 
mail and cheap telephone toll rates. It 
is understood that the Budget Bureau 
will recommend that Congress approve a 
special fund in the next deficiency ap- 
propriation bill to take care of the ex- 
pense of the probe. 

The North Carolina Public Service 
Commission has granted Western Union 
a 10 per cent increase on intrastate tele- 
graph rates to match those recently ap- 
proved by FCC for interstate rates. In 
the course of its opinion, however, the 
commission made a very interesting ex- 
ception in the form of knocking out a 
20 per cent differential which the U. S. 
government enjoys as compared with or- 
dinary commercial rates. 

The FCC had denied Western Union’s 
request that this Federal government 
privilege be eliminated on interstate mes- 
sage rates, but the North Carolina com- 
mission held otherwise. It said that “the 
commission feels that for it to grant the 
U.S. government differential would com- 
pel it to grant the same concession to the 
state of. North Carolina, and the com- 


mission does not wish to grant this con- 
cession as, in its opinion, such a step 
would be unwise.” 


*x* * * * 


TS more intercity highways total- 
ing over 800 miles in length have 
been added to the two previously an- 
nounced routes on which the Bell system 
plans to provide mobile radiotelephone 
service to vehicles. 

The American Telephone and Tele- 
graph Company on July 10th announced 
that applications had been made to the 
Federal Communications Commission 
for authority to construct transmitter- 
receivers along the highways between 
Washington and New York; Buffalo and 
New York, via Albany ; and Los Angeles 
and San Diego. Permits to build trans- 
mitters and receivers for highway mobile 
radiotelephone service between New 
York and Boston and between Chicago 
and St. Louis already have been granted 
and construction of those stations is un- 
der way. 

On the New York-Washington high- 
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way, it is planned to build transmitting 
and receiving stations near New Bruns- 
wick, Philadelphia, Wilmington, Balti- 
more, and Washington. Those facilities 
will constitute an extension of the Boston- 
to-New York system. When completed 
and licensed, the two highway systems 
will provide radiotelephone service to 
properly equipped cars, trucks, busses, 
boats, and trains operating anywhere 
along or near the entire route between 
Boston and Washington. 

The New York-Albany-Buffalo route 
is the third major highway in the thickly 
populated eastern part of the country on 
which radiotelephone service for mobile 
units is planned by the Bell system. In 
addition to the station in New York, 
transmitter-receivers are to be located 
near White Plains, Poughkeepsie, Al- 
bany, Fonda, Utica, Syracuse, Rochester, 
and Buffalo. Application for authority 
to construct the transmitter and receiver 
at Fonda will be made by the Upstate 
Telephone Company, which operates in 
that area. This is an independent com- 
pany whose telephone facilities connect 
with those of the Bell system. Its radio- 
telephone equipment, however, will be 
similar to and will operate as a unit with 
the Bell stations. 

To serve vehicles on the heavily trav- 
eled highway between Los Angeles and 
San Diego, transmitter-receivers will be 
erected on Mt. Wilson and Mt. Wood- 
son, near the respective cities. From 
those two commanding locations it will 
be possible to cover the entire 125 miles 
between the two communities. 

The three new routes supplement the 
two previously announced intercity thor- 
oughfares to be covered by radiotele- 
phone service and represent important 
progress in the Bell system’s program to 
extend mobile telephone service to major 
cities and highways throughout the na- 
tion. The five routes total nearly 1,400 
miles. In addition, authority has been 
granted for Bell system highway radio- 
telephone stations in Cincinnati and 
Green Bay, Wisconsin. In the latter city 
construction of the equipment has been 
completed and an application for a license 
is pending before the FCC. 
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Applications for Bell system highway 
mobile radiotelephone installations in a 
number of other cities are pending or in 
preparation. Those communities in- 
clude Cleveland, Columbus, Lansing, 
Saginaw, Grand Rapids, Rockford, 
Knoxville, Chattanooga, Charleston, 
Savannah, Jacksonville, Montgomery, 
Mobile, Baton Rouge, Shreveport, Lit- 
tle Rock, Tulsa, and Austin. Although 
these stations will operate initially as sep- 
arate installations serving only vehicles 
in and around each community, they are 
expected eventually to become links in 
mobile radiotelephone systems on im- 
portant through highways. 

In this large undertaking, requiring ex- 
tensive research, planning, and develop- 
ment of -equipment, the Bell Telephone 
Laboratories is taking an active part. 
Laboratories’ engineers are assisting, 
also, in putting the systems into opera- 
tion. 


Highway mobile radiotelephone serv- 
ice -will provide 2-way telephone com- 
munication between cars, trucks, and 
other mobile units and any telephone con- 
nected with Bell system lines. It is ex- 
pected that such commercial concerns as 
intercity truck and bus lines, long-dis- 
tance movers, utilities, state highway de- 
partments, and express companies, as 
well as tug and barge lines operating in 
the areas covered by the proposed sys- 
tems, will be among the first users. 

Telephone calls to and from vehicles 
will travel part way by radio and part 
way by wire, each transmitter-receiver 
along the highways being linked by wire 
with a telephone central office. A man 
in New York, for example, who wants 
to call a mobile unit en route between 
New York and Washington will dial 
“Long Distance” and ask for the mobile 
service operator, to whom he will give the 
telephone number of the vehicle and its 
estimated location. She will route the call 
over telephone wires to the operator at 
the transmitting station nearest the car 
or truck. If the vehicle is beyond range 

*of that particular transmitter, the orig- 
inating operator will relay the call to op- 
erators at other stations along the high- 
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way until the car is located and the occu- 
pant, hearing his telephone bell ring and 
seeing a signal lamp flash on, answers. 

In a similar manner, a call may be 
placed from a vehicle to any telephone. 
The car occupant or driver will send out 
a radio signal which will be picked up by 
the nearest receiving station. He will give 
to the operator who answers, the number 
of the telephone he wants to call and she 
will complete the connection. It will be 
possible to place calls between properly 
equipped vehicles, also. 

€ equipment required on each ve- 
hicle will be similar to that needed for 
urban mobile service, and includes a ra- 
dio receiver, transmitter, signaling unit, 
telephone, and antenna. It will operate 
on frequencies between 35 and 44 mega- 
cycles (compared with 152-157 mega- 
cycles for urban service) and will have 
power of about 20 watts. Housed in 
weatherproof cabinets, the apparatus can 
be installed on or under any part of a 
truck, or in the luggage compartment of a 
car. The telephone will slide into a holder 
under the dashboard, within convenient 
reach. 

Highway mobile radiotelephone serv- 
ice will supplement urban mobile service 
which was inaugurated in St. Louis last 
month and which will be introduced in 
other cities in the near future. Bell sys- 
tem plans call for eventual extension of 
the service to all major cities and high- 
ways of the country. 

* * * * 


HE FCC, in a report announced on 

July 11th, granted most of the re- 
quests made by National Bus Communi- 
cations, Inc., for mobile radiotelephone 
service on intercity passenger busses. 
Hearings in this so-called “test case” 
were held in May before Commissioner 
E. K. Jett. The commission did not state 
just how many frequencies would be 
made available for the bus industry, but 
it did decide on the important policy ques- 
tion of whether the bus industry should 
be compelled to patronize a general com- 
munications common carrier for mobile 
radiotelephone facilities, or be permitted 
to operate its own system. 
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Financial News 


and 
Comment 


By OWEN ELY 


Northern States Power 
Company 


LFRED BERMAN of Guggenheimer & 
Untermyer, who have been active 

in the Standard Gas Case as attorneys 
for the Johnson group, has recently filed 
a brief with the Securities and Exchange 
Commission in the Northern States 
Power integration case, in which the 
Johnson group has become interested 
because of the fact that Standard Gas 
holds substantially all the class B stock. 
The brief points out that the commis- 
sion’s consideration of earlier plans and 
its findings with respect thereto were 


made during the war, and “it was there- 
fore compelled to make guesses and as- 
sumptions with respect to many impon- 
derables and future developments rela- 
tive to the course of events subsequent to 


the termination of the war... . As com- 
pared with a prewar national income 
averaging approximately $67,000,000,- 

per annum, the national income early 
in 1946 was at the rate of $153,000,000,- 
000 per annum, and is officially estimated 
at a minimum of $165,000,000,000 for 
1947. Further increases to $200,000,000,- 
000 per annum and more are predicted 
for future years.” 

Revenues and -earnings of Northern 
States Power (Minnesota) are not only 
above wartime levels but are well ahead 
of the company’s budget estimates. As 
contrasted with the SEC staff’s estimate 
of normal postwar earnings of $6,500,- 
000, proponents of the Biewend-Johnson 
plan now estimate it substantially in ex- 
cess of $8,300,000; advocates of the 
Lehman plan consider it at least $7,800,- 
000; and President Crocker estimated 
$6,900,000 for the calendar year 1946 
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after giving effect to a substantial rate 
cut and allowing for very heavy fuel 
costs on the basis of a hypothetical water 
shortage. ( Without the latter adjustment 
his estimate would have about equaled 
the Biewend-Johnson figure.) Apply- 
ing a 6 per cent capitalization to this 
earning power ($8,300,000) produces a 
minimum indicated value of $134,000,- 
000 as compared with $88,600,000 to 
$97,500,000 estimated value in the SEC 
opinion of April 27, 1945. On this basis, 
the $85,500,000 liquidating claim of the 
preferred stockholders would equal only 
64 per cent of the minimum value of 
Delaware’s assets (which includes all the 
common stock of Minnesota plus about 
$2,500,000 cash assets). 


“ie brief therefore advocates out- 
right payment of the liquidating 
claims of the Delaware preferred stock- 
holders (instead of giving them 90.44 per 
cent of all assets as per the 1945 order). 
Moreover, the class B stock should be re- 
stored to its rightful relation to the A 
stock — entitled to share in liquidation 
with the A in the ratio of 1 to 10, subject 
to an initial $100 preference in favor of 
the A. 

The brief criticizes the Lehman plan, 
which proposed giving the preferred 
stockholders of the Delaware Company 
the redemption price and arrears plus a 
10 per cent bonus for accepting payment 
in common stock of Minnesota (to- 
gether with some further “overpayment” 
due to alleged faulty mechanics of fixing 
the basic price). The Lehman plan (ac- 
cording to the contention in the Berman 
brief) is somewhat impracticable. The 
huge underwriting required—approxi- 
mately $100,000,000 of Minnesota com- 
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mon stock—would be more than twice 
the size of the largest utility stock offer- 
ing since 1929, and it would be difficult 
to obtain competitive bids on such an 
issue. With only one group operating, 
“the question thus arises whether it is 
inconceivable or unlikely that a combina- 
tion of temporarily distress market con- 
ditions, plus, perhaps, some unfavorable 
local development, might not well cause 
the sole underwriting group over a 60- 
day period to be unwilling to commit it- 
self for a 10-day period to pay $14.50 per 
share for $100,000,000 of common stock 
having an estimated ‘normal’ market 
price of $16 per share.” The brief points 
out that in the recent sale of Dayton Pow- 
er & Light the commission decided to ap- 
prove a bid of $33.63 per share, although 
expert testimony had indicated $40 as 
the minimum fair market price. (An- 
other important underwriting group bid 
only $30.63.) Also, Standard Gas & 
Electric recently rejected reported bids 
of $28.32 and $24.03 for California Ore- 
gon Power stock as contrasted with esti- 
mated fair market value of $36-$38. 


ge argument of the brief is that, if 
preferred stockholders do not take 
up the common stock and the underwrit- 
ers should refuse to bid the basicminimum 
price, this would cause delays and diffi- 
culties in completing the plan. Moreover, 
the bonus to the preferred stockholders, 
together with the loss of some 2 points 
below actual value (in fixing the basic 
price), might cost the common stock- 
holders as much as $25,000,000. The 
“back stop” provision of the Lehman 
plan (which means that the old plan 
would be carried out if an underwriting 
cannot be effected at the “basic minimum 
price”) is also attacked. 

The Biewend-Johnson plan, described 
in the brief as “practically certain and 
foolproof in its operations” proposes (1) 
elimination of intercompany debt; (2) 
reclassification of Minnesota common 
into a $2.20 dividend preference com- 
mon and plain common; (3) sale of 1,- 
200,000 shares of additional Minnesota 
common for $26-$31,000,000, proceeds 
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being used to retire the $5 preferred ; (4) 
distribution of dividend preference com- 
mon and $37,000,000 cash to Delaware 
preferred stockholders; (5) reclassifica- 
tion of Delaware A and B stock into new 
common ; (6) issuance of rights (to buy 
additional Delaware shares at $18) by 
Delaware to raise $37,000,000 (needed 
to retire the preferred); and (7) final 
distribution of Minnesota common to 
holders of Delaware common and disso- 
lution of Delaware. 


re Minnesota dividend preference 
stock would be underwritten at$60a 
share, and the holder of Delaware 7 per 
cent preferred would also receive $52.56 
cash, or a total value of $112.56, while 
the 6 per cent preferred would receive 
value of $108.624. While in theory pre- 
ferred stockholders would not receive 
their call premiums, Mr. Berman esti- 
mates that the preference stock would be 
worth, marketwise, $7.50 more than the 
assumed value of $60, and the 7 per cent 
stockholders would also receive an extra 
$2.50 in face value, so that the two items 
would make up the $10 call premium. It 
is possible that this stock might even be 
underwritten at $67.50 instead of $60 if 
the SEC approves. The new preference 
stock would be convertible into 24 shares 
of Minnesota common. 

The brief holds that the new plan 
avoids the uncertainties of underwriting 
a $100,000,000 stock issue, and saves the 
10 per cent bonus to holders of Delaware 
preferred by giving them preference 
stock and cash instead of all common. 
The ingenious new plan is modeled some- 
what on the Philadelphia Electric Com- 
pany financing (with respect to issuance 
of dividend preference common stock) 
although Philadelphia retained its regu- 
lar preferred stock. Statistical compari- 
sons between Philadelphia Electric and 
the Minnesota Company are presented. 


e 
Wall Street Analyses of 


Utility Stocks 


BRAHAM & Co. has prepared a memo- 
A randum on Cities Service Com- 
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FINANCIAL NEWS AND COMMENT 


pany. It is pointed out that considerable 
recent progress has been made toward 
formulating eventual integration plans 
for the top company. Federal Light & 
Traction, the subholding company in the 
Cities Service Power & Light system, 
has disposed of a number of subsidiaries ; 
has applied for permission to merge the 
remaining four companies in New 
Mexico; and should soon be in position 
to make a final liquidation. One of the 
two important operating subsidiaries of 
Power & Light, Ohio Public Service, 
has refinanced its debt and preferred 
stocks, facilitating future sale of the 
common stock. Empire Gas & Fuel has 
retired $18,000,000 debentures and 
Cities Service itself $35,000,000 deben- 
tures. 

In the past fifteen years Cities Service 
Company has retired some $270,000,000 
of system debt and preferred stocks, and 
consolidated interest charges have been 
reduced about 47 per cent, while $426,- 
000,000 cash has been plowed back into 
system properties. The parent company 
recently used surplus cash to retire de- 
bentures, but it is thought that this is 
being replenished by repayment of sub- 
sidiaries’ advances andother cash income. 
Since sale or liquidation of the utility 
properties is expected to yield some 
$70-$80,000,000, it is estimated that the 
company should then be able to retire its 
remaining $100,000,000 bonds. Result- 
ant interest savings should largely com- 
pensate for the loss of any utility earn- 
ings. 

Abraham & Co. conjectures that the 
three preferred stocks with their divi- 
dend arrears, with aggregate claims of 
over $113,000,000, could be refunded by 
anew 4 per cent preferred stock. (In our 
opinion a bond issue and bank loan would 
appear more logical, for tax reasons.) 
Assuming that preferred stock were 
issued, earnings are estimated at around 
$3.25 a share on all the new common 
stock. 

Eric Etherington, utility consultant, 
has prepared a memorandum on United 
Light & Railways common stock. Fol- 
lowing liquidation of the American Light 
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& Traction system, merger of United 
Light & Railways with the other sub- 
holding company (Continental Gas. & 
Electric Corporation), and elimination of 
the senior securities and bank loan of 
the top company, he estimates that Con- 
solidated share earnings on the common 
stock might amount to $3.25 a share and 
upwards. Corporate income might be 
around $2.45 a share, permitting a divi- 
dend rate of $2 or more contrasted with 
the present $1 rate (restricted by the 
bank loan). Still further possibilities are 
foreseen by Mr. Etherington if redemp- 
tions and refinancing are accomplished at 
the lower costs which may prove war- 
ranted by the strong cash position. He 
foresees an ultimate value of over $50 
per share for United Light & Railways 
(now around $30 a share). A large block 
of the stock, recently released by the 
Bankers Trust Company, was readily 
placed around current market levels by 
Bear, Stearns & Co. 


AKER, WEEKS & HARDEN, in a recent 
market letter, points out that a num- 
ber of recently offered utility common 
stocks are available on about a 5 per cent 
yield basis, ascompared with yieldsof 4.50 
per cent and less for “seasoned” issues 
of comparable quality. The firm explains 
this on the ground that the new issues 
were issued largely on the basis of esti- 
mated future earnings (including tax 
savings on a full annual basis) and on 
estimated future dividend rates, while 
seasoned stocks are valued principally on 
past and current earnings and present 
dividend rates—few of which have been 
revised upward to reflect increased earn- 
ings. Hence the statistical setup is not 
always comparable. Most of the old-line 
companies are obviously “biding their 
time” but may raise dividend rates in the 
latter half of the year, when the inroads 
of inflated costs into tax savings can be 
more accurately appraised. 

As Baker, Weeks & Harden points out, 
dividend income has become the principal 
determinant of the market value of util- 
ity equities. To some slight extent the 
old-line companies may be discounting 
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moderate improvement in dividend rates ; 
and yields on the newer issues may de- 
cline as they become seasoned market- 
wise. 

In the end, therefore, the present 
discrepancy between old and new issues 
will tend to disappear. As an instance of 
market readjustment, Boston Edison re- 
cently increased its annual dividend rate 
from $2 to $2.40 per share. The price 
gained about 5 points but the yield on the 
new dividend basis was 4.5 per cent com- 
pared with a price of 4.1 per cent previ- 
ously. 

The firm points out that, because of 
their more volatile character and higher 
leverage, holding company stocks have 
suffered a more substantial setback than 
operating issues, and comments as fol- 
lows: 

Fundamentally, holding company liquidat- 
ing values depend on the appraisals of the 
underlying subsidiary commons. If, as we 
believe, the value of these underlying stocks 
has suffered no basic relapse, the better- 
situated holding company stocks are just 
as attractive as before the recent market 
setback. In fact, several of them are more 
attractive because of substantial discounts 
from previously attained market levels. 


OSEPTHAL & Co. has prepared a memo- 
randum on General Public Utilities 
Corporation (formerly Associated Gas). 
It is pointed out that the new holding 
company still has important financial 
problems to solve, and that the system 
does not benefit from elimination of ex- 
cess profits taxes. Since earnings may de- 
cline over the near term from last year’s 
pro forma figure of $1.54 a share, and 
since dividends are unlikely to be initi- 
ated at a rate above 80 cents a share, the 
firm feels that the stock is relatively un- 
attractive at present. An exchange into 


United Light & Railways, or Engineers 
Public Service, is suggested by Truslow 
Hyde, who prepared the analysis. 

Three important system subsidiaries, 
Metropolitan Edison, New York State 
Electric & Gas, and Rochester Gas & 
Electric, reported aggregate earnings for 
the first quarter of 1946 only slightly in 
excess of those for last year, the study 
states, and with costs steadily increasing 
future comparisons may prove less 
favorable. 

Rates in the system are said to 
be relatively high, with further reduc- 
tions in order, which may offset most of 
the benefits of further refunding opera- 
tions. 


OSEPTHAL & Co. thinks it likely that 
J earnings may decline to around $1.35 
to $1.40 a share over the next year or so, 
and some 30 cents a share is stil] “re- 
stricted” with respect to subsidiary divi- 
dends in connection with accounting pro- 
ceedings. 

Over the longer term, however, GPU’s 
earning power might rise to around $2, 
after Associated Electric retires its 
funded debt. It is estimated that this 
could be effected through use of miscel- 
laneous assets (about $10,000,000), 
funds from the top company (GPU 
might realize about $15,000,000 from 
final liquidation of General Gas & Elec- 
tric), and cash recoverable from the 
Philippine properties. Associated Elec- 
tric recently obtained approval to merge 
Pennsylvania Electric and Pennsylvania 
Edison, and the earnings from these prop- 
erties (after various adjustments) are 
estimated at about 45 cents a share on 
GPU’s stock. However, Mr. Hyde feels 
that it will take quite a long time to realize 
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PUBLIC UTILITY SECURITY OFFERINGS IN SECOND QUARTER OF 1946 


Date 
Of Moody 
Offer- Rat- 
ing ing 
4/9 + Baa 


Bond Issues 
Tenn. Gas & Trans. Ist 22/66 


Amt. Offering Principal 
(Mill.) Price Syndicate Head 


eee >. uid . 1 


o tne 6 tee, Oo oe £. bb i. 


$35.0 101.50 Stone & Webster solicit 
2.2 102.689 White, Weld - 


4/25 A Harrisburg Gas Ist 28/71 
102.63 Blyth & Co. mang 


4/25 A St. Joseph L. & P. 1st 28/76 38 
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Panhandle Eastern ser. deb. .95—2.50% 
due 1947-71 50.0 _— Kidder, Peabody 


Cons. Gas E.L.&P. (Balt.) 1st & ref. 

23/81 44.7 104.50 Harriman Ripley 
Utah Power & Lt. Ist 24/76 32.0 101.50 First Boston 
Scranton-Spring Brook Water Serv- 

ice lst 23/76 23.5 102.50 Halsey, Stuart 
Central Maine Pr. Ist & genl. 24/76 13.0 102 Harriman Ripley 
Maclaren-Quebec Pr. Ist 3/1947-56 42 (c) Dominion Sec. 
Maclaren-Quebec Pr. Ist 3/69 142 102.52 Dominion Sec. 
Illinois Pr. 1st 23/76 . 102.54 First Boston 
Illinois Pr. deb. 23/66 A 101.54 First Boston 
Jersey Central P.&L. 1st 23/76 ; 103 First Boston 
Mountain States Tel. & Tel. deb. 28/86 . 101.87 Harris, Hall 
Ohio Pub. Serv. 1st 22/76 i 101 Mellon Sec. 
Ohio Pub. Serv. ser. notes due 1947-56 : -- Halsey, Stuart 
Shawinigan W.& P. Ist & coll. 3/71 A 101.50 Dominion Sec. 
Central Ind. Gas Ist 23/71 3 1008 Kidder, Peabody 
Southern Canada Pr. Ist 34/76 , 111.50 Nesbitt-Thompson 
Phila. Elec. Pr. 1st 28/75 ; 102.567 Kidder, Peabody 
Gulf States Util. Ist 28/76 J 101.49 Halsey, Stuart 
Iowa Public Serv. 1st 24/76 ; 101.75 First Boston 
Wisconsin Elec. Pr. lst 28/76 . 101.56 Dillon, Read 
Penn. Elec. 1st 23/76 ; 102.47. Halsey, Stuart 


8 
> > 
5 


[PI p> pr e>| | > >> 


' Offering Principal 
Preferred Stocks ill. Price Syndicate Head 


Tennessee Gas & Trans. 4.10% pfd. ! 106 Stone & Webster 

4/11 Central Ohio Lt. & Pr. 3.60% pfd. 1. 102.489 Kidder, Peabody 
*Public Serv. of N. H. 3.35% pfd. ; 100 First Boston 
*Public Serv. of Ind. 3.50% pfd. . 100 First Boston 
Scranton Elec. 3.35% pfd. 101.50 Mellon Sec. 
Scranton-Spring Brook 4.10% pfd. 102.50 Mellon Sec. 
Indianapolis P.&L. 4% pfd. 115 Otis & Co. 
*Central Maine Power 3.50% pfd. 101.50 First Boston 
*Union Elec. Co. of Mo. 3.50% pfd. 107 Blyth & Co. 
Jersey Central P.&L. 4% pfd. 103.50 First Boston 

5/29. Ohio Public Service 3.90% pfd. Mellon Sec. 

June Anglo Canadian Tel. 4.50% pfd. W. C. Pitfield 

6/26 Iowa Public Service 3.75% pfd. Kidder, Peabody 

6/26 *Wisconsin Elec. Power 3.60% pfd. Dillon, Read 

6/28 Pennsylvania Electric 3.70% pfd. Kuhn Loeb 


SRanMHaNAsnr 
mMOW;OANSSOLOW 


Number of Offering Principal 
Common Stocks Shares Price Syndicate Head . 
Tennessee Gas & Transmission 484,444 $19.75 Stone & Webster 
United Transit 15 Harriman Ripley 


200,000 
Scranton Electric 1,214,000 22.50 Mellon Sec. 
31 


Indianapolis P. & L. 88,564(b) Otis & Co. 
Pacific Gas & Electric 177,000 44 First Boston 

5/9 Public Service of N. H. 133,142 39 Kidder, Peabody 

5/10 **Central Maine Power 373,832 28 First Boston 

5/23. Columbus & So. Ohio Electric 744,455 53.50 Dillon, Read 
Arkansas-Missouri Power 40,000 18 G. H. Walker 
Tucson Gas E. L. & P. 147,000 40 Blyth & Co. 
Dayton Power & Light 1,530,000 35.75 Blyth & Co. 
California Electric Power 169,636 13.25 Shields & Co. 
Ohio Edison 204,153 41.25 Morgan Stanley 


_* Subject to exchange rights. (The underwriting syndicate is usually compensated for 
soliciting exchanges.) ** Subject to prior subscription rights of old stockholders. (a) Unex- 
changed portion of 100,000 shares offered to old preferred. (b) Unsubscribed portion of 142,- 
967 shares offered to common stockholders. (c) Sold privately. 
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the benefits of these earnings, and hence 
that stocks such as United Light & Rail- 
ways and Engineers Public Service offer 
more immediate possibilities. 


* 


Natural Gas Storage Promises 
Economies 


APIDLY increasing use of natural gas 
has led to an interesting recent de- 
velopment by Consumers Power Com- 
pany and Panhandle Eastern Pipe Line. 
A new, company, Michigan Gas Storage 
Company, has been formed, which will 
issue 80,000 shares initially at $100 per 
share. Panhandle Eastern will put up 
$2,000,000 cash for one-quarter of the 
stock and Consumers Power will take 
three-quarters in exchange for properties 
and cash. The company was organized 
to develop gas fields, to buy gas during 
the summer from Panhandle at a high 
load factor, and to store it and resell it 
during the winter to Consumers Power 
and other utility customers. Since the 


largest demand for gas is in the winter, 
this will tend to level out the load factor 
for Panhandle Eastern and increase its 
yearly capacity. This scheme might well 
be adopted in other northern sections, for 
example, to increase the use of the new 


Tennessee line. Negotiations are still 
under way for possible use of Big Inch 
and Little Big Inch for gas transport. 


¥ 


Statistical Data on Utility 
Stocks 


Bs SAMUEL Hanrrt, well-known utility 
valuation engineer of Chicago, has 
prepared a 54-page compilation of statis- 
tical data on utility common stocks as an 
aid to market analysis. The tabulation 
includes 80 electric companies, 44 gas 
companies, 7 telephone companies, 4 
water companies, and 2 bus companies. 
The list of electric stocks includes about 
10 or 15 companies not included in the 
tabulation which appears periodically in 
this department. The number of gas 
companies is about the same. 

Mr. Hartt’s table includes 71 statistical 
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items for each company, including prop- 
erty items, capitalization, net quick as- 
sets, analysis of revenues, maintenance, 
depreciation and amortization, analysis 
of taxes, statistical data on rates, ete, 
gross and net income, share earnings and 
dividend record, common stock market 
price, and market value of all securities, 
It is interesting to note that, based on 
market values of a few weeks ago, fund- 
ed debt constituted about 39 per cent, 
preferred stocks 17 per cent, and common 
stocks 44 per cent of total security values 
for these operating companies. This in- 
dicates that, even after the substantial 
rise in utility company stock prices over 
the past four years, capital structure of 
the average electric operating company 
is on a conservative basis. 

For the 44 gas companies the ratios 
are, respectively, 30 per cent, 9 per cent, 
and 61 per cent. (The list of course in- 
cludes some old-line New England com- 
panies without bonded debt.) The 7 tele- 
phone companies have an average ratio 
of 31 per cent bonds and 69 per cent 
common stock. (The amount of pre- 
ferred stock was less than 1 per cent.) 

The compilation is a convenient sum- 
mary for the use of utility executives, 
though of course market price data soon 
becomes obsolete. It is to be hoped Mr. 
Hartt republishes the table annually. 


Sl 
Holds Ohio City Utility Tax 


Unconstitutional 


Fr rege: municipal utility tax 
of 24 per cent on consumers’ gas, 
electricity, telephone, and water bills was 
held unconstitutional by the Ohio 
Supreme Court. The court held that the 
state, through its tax on gross receipts of 
public utilities, had preémpted this field 
of taxation and that Youngstown had no 
right to invade it. 

In addition to knocking out the Youngs- 
town tax, the court’s decision is expected 
to invalidate a similar tax of 5 per cent in 
Columbus, which yielded approximately 
$1,000,000 a year. Other Ohio cities also 
have utility taxes which legal authorities 
believe the decision invalidated. 
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What Others Think 


FPC Natural Gas Investigation 
Reaches Final Hearings 


X the opening on June 17th in Wash- dperate with the commission to expedite 


ington, D. C., of the final sessions = eee sean eecam 
: ? ; s . e commissions rules an earin 
oh pene series of hearings of Fed pa governing interventions peer | 
eral ower Commission in its investiga- amended and revised to confine coal- 
tion of the natural gas industry, Commis- railroad-labor participants closely to ac- 
. eo ery, a oF 
sioner Nelson Lee Smith presided. He tual competitors “of a party to such (a) 


. : aS . proceeding, or... (those) whose partici- 
stated, in outlining the tentative agenda, sation in the procending may be in the 


that the commission intends to “submit public interest.” It is patent from current 
for consideration and comment by inter- records of hearings in certificate cases that 


ested parties the principal findings and the see — ee grants the 

; by * privilege of intervention Oo numerous per- 
ear reached — ye subject —_ sons and associations having no possible 
ter of the investigation etore transmit- status as competitors, or in the public in- 
ting a report to Congress. terest. 


Early in the sessions of this hearing, _ 3. Simplify certificate procedure, pend- 
ing determination of service areas, and re- 


testimony was — by iG. hal quire members of the commission’s staff 
nesses appearing for the Natural Gas In- to confine hearing tactics and “deficiency 
dustry Committee. John H. Poe, attor- letter” requests to data relevant and essen- 


ney, Tulsa, Oklahoma, objected strongly ar gon ap me Rea ae 


~ ye roe ay of Sp Ls gern emp sion’s procedure to the new Administrative 
o interfere Wi € production an Procedure Act in matters of hearings and 
gathering phases of the natural gas busi- adjudication so that trial examiners may 
ness. at once exercise their —— —— 
: bility and authority in the conduct of hear- 
E Another witness, Samuel H. Crosby of ings to enable them to expedite procedure 
. Holley Poe & Associates, presented and exclude exploratory, repetitious, and 
for the Industry Committee a statement irrelevant evidence. 
and recommendations as follows: The Neterel Gas Industry Comaniions is of 
‘ opinion that the industry as a whole will co- 
The Natural Gas Act delegates to this Sperate effectively with the commission in 
commission broad regulatory powers and an attempt to promote mutual interests by 
permits the most liberal administrative dis- these practical means 
cretion. The commission, pursuant to its ji 


of the Natural Gas Act, may effect im- . 
portant changes in its policies and proce- appeared representing many and 
dures. s diverse interests. Among those who pre- 

The Natural Gas Industry Committee, be- sented views upon various phases of the 


lievin: e 3 ; - 
note Seng — he be 2 ae oan inquiry were representatives of the U. S. 
and for fair and businesslike administration Bureau of Mines, the New York 
of the Natural Gas Act, respectfully recom- Public Service Commission, by-product 
ae and urges that the commission ¢oke oven concerns, research interests, 
wt the Anthracite Institute, bituminous coal 


1, Determine the service areas of nat- Rn Sas: 3 
ural gas companies pursuant to the provi. 2nd Great Lakes shipping interests, and 


sions of § 7(f) of the Natural Gas Act. railroad and allied groups. 
Those companies having no direct competi- Rather extended testimony was given 


tion with any other natural gas company 2 “ 
may be released from most of the certifi- by the _ nd by-product coke oven peo 
cate procedure quickly and inexpensively. le. The Koppers Company, among the 


Companies in competitive areas will co- latter, presented several witnesses who 
171 AUG, 1, 1946 


rule-making power and without amendment . : 
A other sessions, numerous witnesses 
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discussed, especially, the problems facing 
these enterprises when natural gas is 
piped into sections long served with man- 
ufactured gas produced at by-product 
plants. Reference was also made to the 
importance of certain products of coal 
carbonization as raw materials for the or- 
ganic chemical industry, evidently with 
the intent to stress the far-reaching eco- 
nomic factors involved. 

The burden of much of the testimony 
of the various witnesses representing the 
industrial and bituminous coal interests 
was a protest against the importation of 
natural gas into middlewestern and 
northeastern states for industrial fuel 
use. 

The American Association of Rail- 
roads, and affiliated rail groups, present- 
ed witnesses who submitted statements 


and exhibits. Some of these had to do 
with the importance of coal tonnage to 
rail traffic, and the loss in such traffic as 
a result of natural gas being made avail- 
able for both domestic and industrial use 
in sections not previously supplied with 
that fuel. 

The sessions of this final hearing in 
this natural gas investigation were ex- 
pected to continue well into the month of 
July. 
The tentative schedule indicated that 
further witnesses were to appear for the 
coal and railroad interests and also for 
labor union groups. It was expected that 
the Natural Gas Industry Committee 
would be heard again. Comment upon 
these later sessions will appear in a forth- 
coming issue of this publication. 

—R. S.C. 





Strikes in Essential Services Challenge 
Rights of All Citizens 


n the New England Letter of May 

31st, issued by the First National 
Bank of Boston, there appeared a timely 
and thoughtful comment upon the ex- 
tremely serious situation which confront- 
ed the people of this country during the 
recent coal and railroad strikes, 

Writing under the heading “Safe- 
guarding Public Interest against Defi- 
ance,” the author asserts that the issues 
at stake transcend those of the imme- 
diate parties concerned and involve in 
their scope nothing less than the survival 
of our present system of government 
and private enterprise. 

Observing that organized society, by 
its very nature, is dependent upon the co- 
6peration of all groups for survival, the 
author continued : 


Our economic system has become increas- 
ingly closely knit with growing mutual de- 
a of all groups. In colonial days, 

ousehold economy predominated with each 
family largely self-sufficient. . .. With mod- 
ern capitalism, subdivision of work has been 
carried out to such an extent that relatively 
few persons supply directly any of their own 
wants. ... 
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From 50,000,000 to 55,000,000 persons are 
gainfully employed in countless activities to 
provide food, clothing, shelter, and other 
necessities, as well as luxuries, to 140,000,- 
000 people. It is a far-flung and complicated 
system that is dependent upon all groups 
playing their parts. The distinct advantage 
of this codperative economy is shown by 
the fact that the average person today has 
command over about ten times as man 
goods as during the period of family self- 
sufficiency early in our history, while the 
working schedule has been cut in half. 


HIs system of ours, it is pointed out, 
is a delicate mechanism which can 
easily be disrupted when attacked at vul- 
nerable points. Among these are men- 
tioned transportation, electric light and 
power, mining, water supply, sanitation, 
and the distribution of food. For in- 
stance, soft coal supplies fuel for about 
one-half of our factories, two-thirds of 
our electric power, and practically all of 
our locomotives. It seems obvious that 
activities so vital to this country’s life 
should be effectively protected against in- 
terruption. 
As to the statement that you cannot 
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“dig coal with bayonets,” and you cannot 
force people to work, the article makes 
this pertinent comment : 


Because of the implication involved, this 
is a specious and dangerous doctrine as it 
entirely ignores the fundamental concept 
that society rests upon an implied contract 
that all groups will codperate for its welfare. 
In fact, this is the basic law of civilization 
itself. It naturally follows, therefore, from 
the essential nature of organized society that 
no group through concerted action should 
have the power to threaten or to interrupt 
facilities that concern the health, safety, or 
welfare of the nation. 


Citing the Wagner Act, known as the 
Magna Carta of labor, as the chief source 
of the current crisis, it is stated: 


This legislation, coupled with general in- 
difference on the part of our officials and 
the American people, permitted the forging 
of a vicious weapon, which was seized by 
reckless and irresponsible leaders, who, 
puffed with power, and with callous and bru- 
tal disregard for the life of the community, 
attempted to club the American people into 
submission in order to gain their selfish ends. 

When any group becomes so powerful that 
it can rise above the fundamental law of the 
land, society is on the border line of disinte- 
gration. When that stage is reached there 
rapidly follows the “man on horseback” un- 
der whose régime all vital personal rights 
would be scrapped and the labor unions 
abolished. 

It is to be hoped that the terrifying ex- 
perience we have passed through will shock 
the American people out of their lethargy 
and that an aroused public opinion will in- 
sist upon the government’s safeguarding the 
public interests so that never again will it be 
possible for any individuals or groups to 
throw down the gauntlet and challenge our 
society. 


HILE sound legislation accompanied 
by courageous enforcement will be 


helpful in dealing with the critical indus- 
trial problems, in the author’s opinion, it 
will not in itself provide the necessary 
protection against assaults upon the life 
of the community. 

The article continued with the follow- 
ing comment: 

In the final analysis, the most effective 
safeguard is to be found in the spirit, high 
sense of social responsibility, and loyalty of 
people and government officials to the under- 
lying principles, traditions, and ideals of the 
country. ... 

The survival of private enterprise and our 
democratic form of government is depend- 
ent upon an over-all constructive approach 
to our challenging problems. We must find 
a basis for codperative action in the areas of 
common interest, which fortunately are 
more numerous and fundamental than the 
fringes of disagreement among the various 
groups. Above all, we must join forces in 
being eternally vigilant to safeguard the 
public interest against assault from any 
source, 


The urgent reference in this New Eng- 
land Letter to the mutual interests of all 
groups in our society calls attention to 
the need of more general recognition of 
that fundamental principle in our free 
enterprise economy. 

It also serves as a reminder that many 
business-managed utility companies are 
now engaged upon programs which in- 
clude a variety of plans for the promo- 
tion of community interests. In certain 
instances, these activities are being car- 
ried on in codperation with local civic 
groups. 

This would seem to illustrate recogni- 
tion of this “mutuality of interests” in 


a practical way. 
—R. S.C. 





A Utility Company Issues Special Annual 
Report for Employees 


Ce Epison COMPANY OF 
New York, INnc., has recently is- 
sued its usual annual report to its em- 
ployees. The front cover, with a striking 
night scene of Manhattan, bears the title 
“Our Company and Our Business — 
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1945.” On the first inside cover page ap- 
pears this letter addressed to employees 
and their families: 

To Employees and Their Families : 


This is the eighth annual report to the em- 
ployees of the system companies. It is the 
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first to be issued in five years with our coun- 
try at peace, although it covers also the 
climax of the war period which brought 
victory. 

During the war years there were many 
abnormal conditions which had to be met, 
and many unusual problems which had to 
be solved. Much was demanded of every 
employee—whether clerk, mechanic, or de- 
partment head. We can all be proud that at 
no time during the war was there a short- 
age of the vital services—electricity, gas, and 
steam—which the system companies supply 
to one of the most important areas in the en- 
tire world. 

The contribution of our employees to the 
war effort was magnificent. Several thou- 
sand worked in war industries, helping to 
produce the materials so necessary in war. 
Quite a few of our employees worked on 
the atomic bomb project and many other em- 
ployees worked directly on some of the “top 
secret” developments of the war. 

We regret to report that twenty-seven em- 
ployees gave their lives in their country’s 
service during 1945, bringing the total for 
the war to ninety-one. Ow sincere sym- 
pathy goes to the families and friends. 

Peacetime does not mean reverting to a 
smooth routine. Many difficulties persist for 
the companies as an aftermath of the war. 
Yet the same capacity, efficiency, and en- 
thusiasm displayed by the men and women 
of the system companies during previous 
crises will enable the companies to continue 
to maintain their high standards of service. 

As in other years, copies of this report are 
being sent by first-class mail to all of the 
system company employees now in the armed 
forces. A copy of the Annual Report to 
Stockholders will be sent to any employee 
on request to the treasurer of Consolidated 
Edison Company. 

RarpH H. Tapscott, President 
Oscar H. Foce, Chairman of the 
Executive Committee 
Hupson R. SEARING, Executive 
Vice President 
April 1, 1946 


O* the pages immediately following is 
an “In Memoriam” tribute to the 


ninety-one employees who died serving 
their country, with groupings of their 
photographs. The balance of the report 
is taken up with numerous statements and 
information about the system’s business, 

Among these is a table giving the 
break-up of the system’s revenue dollar 
for 1945, with graphic side notes. Under 
the heading, “Our Business in 1945,” the 
sources of income and its use are shown 
in readily understood tables. Compara- 
tive trends of 1945, compared with 1944, 
are given as to sales and revenues; also 
as to the number of employees and the 
total payments to them. A chart graphi- 
cally presents the increase in average 
weekly earnings of employees from 1936 
to 1945. 

Under the heading, “Highlights of 
1945,” several pages set forth various 
facts about employees and facts of inter- 
est to them. These touch upon the mili- 
tary service of employees; meritorious 
service; wages are higher; CIO wins 
election ; sales of services ; taxes ; system 
purchases; a foundation to provide as- 
sistance in sickness and physical disabil- 
ity; convalescent care; Edison savings 
and loan activities; and comment on 
mergers and rate reductions. 

When the employees of a public utility 
company are furnished with an annual 
report filled with so many facts about the 
business where they work—facts which 
are of interest to them—it would seem 
that they must feel that they really are 
kept informed of the company’s affairs. 

Evidently Consolidated Edison man- 
agement considers a report to employees 
of value in personnel relations, for that 
company has continued, for several 
years, to issue one to its employees. 





Public Power Promotion—Plus! 


by much of the publicity put out by the 
Federal agencies which are most ac- 
tive in urging the building of more pub- 
lic power projects, is to be found an as- 
surance with respect to the future which, 
at times, is startling. The claims made as 
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to specific results—as, for instance, in 
population to be added to a given sec- 
tion; in new business activities to be es- 
tablished ; and in the hydro power to be 
available—are all set down in definite 
figures. As an illustration of this custom 
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“WHATEVER YOU’RE COOKING SMELLS AWFULLY GOOD. COULD WE HAVE 
THE RECIPE, PLEASE?” 


of Federal officials, here are quotations 
from a news release of June 26th, issued 
by Bonneville Power Administration, an 
agency of the Department of the Interior: 


D. L. Marlett, assistant administrator of 
the Bonneville Power Administration, told 
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delegates to the Western Farm Economics 
Conference at Gearhart, Oregon . . . that 
power can provide the principal underlying 
support for a million farm, industrial, and 
service workers and at least three million 
additional people in the Pacific Northwest. 


Then, as to the building of such a 
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“greatly expanded economy,” the as- 
sistant administrator asserted : 

The Pacific Northwest has land, water, 
energy. It can add three to four million acres 
to its present 15,000,000 acres of crop land 
readily enough through reclamation. Elec- 
tric power can be expanded without difficulty 
to 15,000,000 kilowatts or more from its pres- 
ent two and a half million. 


“This result in itself is not hard to pre- 
dict,” the Bonneville official is further 
quoted, “but the timing is more difficult 
to estimate. It may well be done within 
the next generation. That depends upon 
dynamic and progressive national policies 
of investment in regional resources and 
development.” 


6 so confidently predict results—the 
vast expansion of electric power 
and the addition of millions of people to 
the section’s population—does seem quite 
optimistic. And, as to the final comment, 
can it be that it was prompted by pos- 
sible doubt, perhaps created by the recent 
action of House and Senate appropria- 
tion committees in cutting down on 
funds asked for by Interior Department ? 
Further along, this official said: 
Power development resulting from such 
multiple-purpose projects as Bonneville and 
Grand Coulee dams has already made very 
notable contributions to the region’s econ- 
omy ... But more energy is needed... 
Power demands on the Federal power system 
this winter may equal or exceed the wartime 
peak. There may be’an actual shortage of 
power for five or six years, the period from 


1947 through 1952, until the new multipk. 

purpose dams are built. 

The region does need power and more 
power—power for production, comfort, and 
security. It needs new land for added popu. 
— and consumption, new land to replace 
oid, 

At the conclusion of his remarks the 
assistant administrator said : 

The importance of the multiple-purpose 
projects in supplying the key to the solution 
of this problem and the further development 
of the region is well known to many of us, 
but I am afraid -ot to the public at large. 
They must be made to realize the problem 
if the region is to move ahead. 

These statements by the Bonneville 
Power Administration’s assistant admin- 
istrator suggest the grandiose plans envi- 
sioned by the public power agency—with 
the emphasis on the proposed construc- 
tion of millions of kilowatts of additional 
power, on the plea that it will provide the 
underlying support for land develop- 
ment. And along with this will be noted 
the striking assurance with which such 
projects are promoted with the people of 
the Northwest. 

All of this, it must be recalled, how- 
ever, is to be paid for by the citizen tax- 
payers of all the 48 states. Attention to 
that fact was effectively directed by Sen- 
ator Thomas (Oklahoma) in a recent de- 
bate on Interior appropriations in the 
Senate, who pointed out that the people 
of the 48 states had no opportunity to 
vote on these specific programs. 

—R. S.C. 





Practical Methods Produce Results 
In Training Utility Employees 


r the public utility business, personnel 
relationships are intangible and diffi- 
cult to measure, in contrast to matters of 
operation which are tangible and measur- 
able. But the results as to personnel re- 
lationship are very tangible. 

This is the considered opinion of W. 
H. Senyard, director of personnel, 
Louisiana Power & Light Company, ex- 
pressed in an article—“Employee Train- 
ing in a Public Utility Company”—in the 
AUG. 1, 1946 


April issue of Executive Service Bulle- 
tin, published by the Policyholders Serv- 
ice Bureau, Metropolitan Life Insur- 
ance Company, New York. 

The writer declared that the inability 
to make accurate predictions of human 
performance makes it all the more nec- 
essary for supervisors to handle care- 
fully, thoroughly, and promptly all mat- 
ters of personnel relationships. It was a 
realization of this fact which led his com- 
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pany to develop its training program for 
supervisory personnel. 

With its operations extending over a 
large part of the state, the Louisiana 
Power & Light Company has facilities 
srving small communities, towns, and 
rural customers as well as industrial and 
commercial users. It was pointed out by 
Mr. Senyard that, with physical property 
so widely distributed, the employees nec- 
essary to operate the system work, for 
the most part, in small groups in widely 
sattered locations. The training pro- 
gram necessarily had to be adapted to 
most effectively meet these conditions. 
Plans were crystallized in the fall of 
1941. The article stated: 


A schedule of monthly meetings was es- 
tablished, arranged for certain locations that 
would make it possible for all of our super- 
visors to attend classes without too much 
traveling or inconvenience. Top supervisors, 
including all of the department heads of the 
company, among whom were three vice 
presidents, were trained as instructors to con- 
duct these classes. The course was conduct- 
ed on company time on a rigid schedule, and 
regular attendance was insisted upon. 

In the beginning we concentrated on hu- 
man relationships. We used our own printed 
text entitled Leadership in Business, which 
included lessons on “Relations between Su- 
pervisor and Employee,” “The Supervisor’s 
Job,” “Budgeting Time,” “Selecting New 
Employees,” “Training Old and New Em- 
ployees,” “Giving Orders,” “Reprimanding,” 
“Preventing Accidents,” “Care of Materials 
and Equipments,” “Encouraging Employee 
Suggestions,” “Grievances,” and “The Su- 
pervisor Is a Super Salesman.” 


T= primary objective of this pro- 
gram, the writer stated, was to help 
develop supervisors as leaders and, he 
continued, 
to inculcate in them a keener understanding 
of human relationships to guide them in their 
associations with members of their individ- 
ual groups. The reaction was good. The re- 
sponse from the classes was most encourag- 
ing. In fact, it was so encouraging that when 
all the material in the text had been covered, 
it was decided that the meetings should go 
on, using additional subject matter as a basis 
for discussion. 


About a year and a half ago it was 
found, Mr. Senyard commented, that the 
supervisors were not getting all the in- 
formation they needed to be conversant 


with present-day problems affecting their 
industry and their company. He re- 
marked : 


. . . Because the employees needed to know 
more about these problems the supervisors 
would first have to be informed, so that they, 
in turn, could pass along the information to 
the members of their respective groups. In 
accordance with this thought a series of lec- 
ture-conference meetings was scheduled on 
a number of important topics. 

As he becomes well posted on problems of 
wide, current interest, our supervisor feels 
more closely tied in with the destiny of the 
company. Also, he is in a better position to 
counsel with the members of his group and 
interpret for them questions and policies af- 
fecting them and their future. 

Meetings of this type are being continued 
at the present time. In advance of each meet- 
ing a program showing date, time, location, 
name of instructor, subject, and all current 
data, is sent to each supervisor. He-is then 
in a position to come prepared with ques- 
tions and ideas that may help him and others, 
At the conclusion of each class a written re- 
port is made by the class secretary on the 
attendance and subject matter covered. 


HESE discussions; it was stated by 

the writer, give evidence of having 
raised the level of supervisors’ under- 
standing and appreciation of human re- 
lationship, of matters of operation, and 
of the problems confronting their com- 
pany and the industry as a whole. 

It appears that one of the tangible re- 
sults of this training program was the 
development of a valuable tool for stand- 
ardizing one phase of the introduction of 
new employees. A uniform method of 
approach in employing new people was 
instituted. Supervisors were provided, 
Mr. Senyard stated, with a check list to 
be used for each employee added to a 
group, as follows: 

... A 6-by-9-inch card is provided, containing 

this introductory instruction to the super- 

visor : 
_ Give the employee ample time for ask- 
ing questions or taking notes. Be sure each 
of the points listed below is thoroughly un- 


derstood. Give the new employee a copy of 
“Know Your Job,” form 134, signed by 


ou. 
opics listed on the check list, which the 
supervisor is required to cover thoroughly 
with each new employee, are: 
1, Facts about your company. 
2. Rate of pay. 
3. How and when paid. 
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. Payroll deductions required by law. 
(a) Pay-as-you-go taxes. 
(b) Social Security and Old Age 

Benefits. 

. Wage Promotional Plan. (Automatic 
increases each six months.) 

. Working hours. 

. Working conditions. 

. Vacation. 

. Sick leave. 

. Getting along with customers. 

. Getting along with fellow employees. 

. Personnel requirements. 

(8 Physical examination. 

(b) References to be checked. 

(c) Satisfactory completion of 
“Friendship in Business.” 

(1) Certificate of completion 
to be issued. 

(d) Complete training in prone pres- 
sure method of artificial res- 
piration. 

(e) Periodic progress surveys. 

. Your part in accident prevention. 
. Employees Retirement Income Plan. 
. Insurance benefits. 
(a) Group life insurance. ” 
(b) Group health and accident in- 
surance. 

(c) Hospitalization insurance. 

16. Home study courses. 
17. Welcome to the organization. 

(a) Introduction to other employees, 

etc. 


T was then pointed out by the writer 

that the training of supervisors is 
only a part—though an important part— 
of his company’s over-all training pro- 
gram for employees. He added: 


... The new employee comes to his job with 
enthusiasm, confidence, trust, and loyalty. 
This must always be realized and remem- 
bered. The new employee can be made a 
loyal, well-informed member of his com- 
pany, and the supervisor can be strengthened 
with facts and information to help him do a 
better job as a leader. Management must 
provide the training. However, it should be 
recognized at the outset that no training pro- 
gram will succeed with lip service only. It 
must have full company endorsement, and 
full active support. 

If, on his first day of employment, the new 
employee is treated as an individual by his 
supervisor, who takes the time to explain to 
him the things about his job and his com- 
pany that he needs to know, he will feel 
closer to that supervisor and to his company. 
He will become a better employee than might 
otherwise be the case. 


To personalize his job for the new 


Our new employee is given a form, en- 
titled “Know Your Job,” which is similar jp 
form to the supervisor’s check list, and con. 
tains the same topics. The wording at the 
top of the form is changed to read: 

The following points about your com- 
pany and your job have been discussed 
with you. If at any time you have any 
questions or problems about any of them, 
or if you have any suggestions or recom- 
mendations, please talk them over with me, 

This is signed and dated by the supervisor 
and given to the employee to take home. 

An employee’s handbook entitled Howdy 
Partner is sent to each new employee from 
the general office of the company as soon as 
the payroll slip is processed. This is accom- 
panied by a personal letter to the employee, 
It is believed that the repetition in the hand- 
book of those points covered by the super- 
visor will add emphasis and strength to the 
program. 


HEN, as a follow-up on this pro- 

gram of indoctrination, it was 
stated, progress reports are made at the 
end of three, six, and twelve months of 
service. Mr. Senyard further stated: 


. . . These are not intended as merit-rating 
charts. They represent intervals at which a 
supervisor talks to an employee about his job, 
and discusses the progress he is making. If 
he is entitled to commendation, he is told so. 
If he needs constructive criticism, he is also 
told. This procedure is required of supervi- 
sors in the case of all new employees. The 
results of these interviews are recorded ona 
form provided for the purpose and sent to 
the general office personnel files, a copy re- 
maining with the supervisor. It has 
found that the employees appreciate know- 
ing where they stand, and that such contacts, 
even when constructive criticism is necessary, 
bring the supervisor and the employee closer 
together. 


Attention was called to a most im- 
portant phase of the public relations set- 
up of a utility company by the writer; 
namely, that its employees are regarded 
by their neighbors and friends, to say 
nothing of acquaintances and strangers, 
as The Company. He continued: 

.. » They are expected to know the answers 

to all problems arising in connection with 

the use of utility services. If one employee 
commits an unpleasant or unfriendly act, the 
blame is attached to the company. Realiza- 
tion of this fact influenced us to conduct, in 

1931, 1933, and 1939, courses which we refer 

to as Courtesy Courses, dealing with em- 


employee, Mr, Senyard mentioned two ployee-customer relations. 
things which his company does: The need for a refresher course of this 
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kind became obvious during the war years, 
when representatives of many companies 
were somewhat indifferent to the require- 
ments and wishes of the customer. Accord- 
ingly, a fourth revision of that course was 
prepared and printed in the summer of 1945 
and conducted by the classroom method. In- 


must be well informed to represent their 
company properly and adequately, It was to 
accomplish this objective that our super- 
visory and employee training program was 
developed. 


T has been noticeable in recent months 


structors were trained and provided with a 
manual to assist them in doing a uniform job. 
Graduation exercises were held at the close 
of the course, and each employee who com- 
pleted it was presented with a certificate. 


that increasing attention is being 
given to this broad concept of employee 
training and education. At several na- 
tional gatherings of industrial groups, 
various speakers have stressed the neces- 
sity to aid employees to a better under- 
standing of private enterprise and their 
personal stake in it. 
The experiences cited in Mr. Sen- 
yard’s article suggest that where busi- 
ness-managed utilities have put into ef- 


At the close of his article, Mr. Senyard 
summed up this question of the im- 
portance of employee training with this 
thoughtful comment : 


Supervisory and employee training is need- 
ed more today than ever before. More prob- 


lems are facing all of us than at any time in 
the history of our country. To keep Amer- 
ica sound, to keep American industry 
sound, the individual members of our busi- 
ness and industrial organizations must be 
fully acquainted with those problems and 
help in their solution. It has always been the 
belief of our company that our employees 


fect carefully planned programs for the 


training of supervisors and employees, 
there have been gains in strengthened em- 
ployee organizations. And this, in turn, 


should have a beneficial effect upon pub- 
lic relations. 





Puzzling Factors in Wage Increase Demands 


N the Guaranty Survey of June 26th, a 
monthly publication of Guaranty 
Trust Company of New York, under the 
title “Do Forced Wage Rises Profit 
Labor ?” there was presented a thoughtful 
analysis of this question. 

Stating that the threat of almost com- 
plete industrial paralysis, occasioned by 
the coal and railway strikes, culminated a 
course of action based either on inade- 
quate understanding of economic causes 
and effects, or on disregard of their oper- 
ation, the article made the following 
comment : 

. .. The whole series of industrial disorders 

that has characterized the reconversion 

period to date can be traced in large measure 
to a wage-price policy designed to encourage 
wage increases while holding prices station- 
ary, superimposed on a long-term labor policy 
designed to aid workers in obtaining higher 
wages and better working conditions. Both 
of these policies ostensibly had the commend- 
able objective of improving the condition of 
the workers. The reason these policies 
brought the nation to the verge of break- 
down was not that their basic purpose was 
wrong but that their execution involved arbi- 
trary action in opposition to natural economic 
orces, 
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It was pointed out that the most tragic 
feature of the strike wave is its cost to 
the workers themselves. Hundreds of 
millions of dollars in wages have been 
lost. It remarked: 


A prominent labor leader declared recently 
that “workers do not like strikes, and try to 
avoid them.” There is good reason for this 
attitude. A simple calculation is sufficient 
to show that strikes must result in very sub- 
stantial gains in order to be worth while from 
the workers’ standpoint. If there is a dif- 
ference of as little as 5 per cent between the 
workers’ demand and the employer’s offer, 
as is not infrequently the case, twenty days 
of work are required to make up the loss 
from each day of strike, even if the workers’ 
demand is met in full. If the strike lasts a 
month, it takes the workers almost two years 
to recover their loss of wages. 


ISCUSSING the diffusion of higher 
wage rates, which “will ultimately 

tend to produce a situation in which both 
wages and the cost of living are at higher 
levels, and workers are in no better posi- 
tion than they were before the increased 
wages,” the author declared that in a pri- 
vate enterprise system abrupt and sweep- 
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ing increases in real wages by arbitrary 
action are impossible. As to the outlook 
then for the worker, this comment was 
made: 


Does this mean that workers must forego 
great and lasting improvement in earnings, 
working hours, and other working and liv- 
ing conditions? Far from it. Such improve- 
ment has taken place with remarkable regu- 
larity over the entire period for which rec- 
ords are available. Average hourly earnings 
of factory workers in 1940, according to the 
best information obtainable, were between 
nine and ten times as high as they were at 
the middle of the nineteenth centry. Work- 
ing hours had been reduced by almost half. 
Real average annual earnings—that is, earn- 
ings measured not in terms of money but in 
terms of purchasing power—had more than 


further that “labeling as ‘selfish’ the demands 
of American workers for decent working 
conditions, adequate s, and equal op- 
portunity for their children, will not st 
strikes,” and he added that “adequate f 
clothing, shelter, education, medical care, 
and social security for workers and their 
families are as important as corporation 
profits.” This is an understatement. As ends 
in themselves these things are much more 
important than corporation profits. Workers 
and their families are by far the largest seg- 
ment of the population, and their welfare is 
the greatest concern that any nation can have. 
Their desire for adequate wages and the 
other benefits mentioned is no more selfish 
than the normal aspiration of any human 
being to improve the conditions under which 
he lives, 


OWEVER, it was pointed out, in state- 


doubled. . . . 
Labor’s earnings rose - its os sommaaie H ments of this kind the fact is too 
rose. It was worth while for employers vol- commonly ignored that “corporation 


untarily to bid up wages in their competition 
for the available labor supply. 


profits’—or, more broadly, the profit- 
ableness of productive enterprise—are in- 


Further, upon the important matter of dispensable to the high output that under- 
productivity, it was declared that its ris¢ Jes the welfare of workers and everyone 
cannot be attributed to any increase inthe ¢jse. The article continued : 


amount of effort put forth by workers. 
The interesting disclosure was made that 
the gains in productivity and in wages 
were due to a variety of technological 
changes, almost all of which were devel- 
oped by management and paid for by 
capital. To support this statement, the 
article noted : 


This is evidenced by the fact that the in- 
creases in productivity and in hourly wage 
rates roughly paralleled the rise in the 
amount of capital invested per wage earner. 
That amount, like the average wage rate, in- 
creased between ninefold and tenfold dur- 
ing the ninety years preceding World War II. 
The technological progress that makes pos- 
sible such sweeping gains in productivity, 
and hence in the earnings of labor, necessi- 
tates huge increases in the amount of produc- 
tive equipment used. To provide the addi- 
tional equipment, receivers of income must 
save substantial amounts of that income; and 
this saving will not take place unless the 
prospective return on the investment is suf- 
ficent to induce it. The great increase in 
wages during the last century could not have 
occurred if the earnings of capital had not 


Too often it seems to be assumed that the 
remuneration of workers is determined by 
the wage policy of employers—that em- 
ployers, and especially the large corporations, 
have inexhaustible cash reserves, and that 
wage rates depend on how much of those 
reserves the employers can be induced or 
forced to part with. 

There are no such reserves, and if there 
were they would not help the workers. Wages 
come from sales of goods and services pro- 
duced, and they represent a share of those 
goods and services. The goods and services 
are produced by labor and capital working 
together under the supervision of manage- 
ment. Each of these contributing factors 
must receive an adequate share of the joint 
product, or its contribution diminishes, pro- 
duction breaks down, and everyone suffers. 
And the sum of the shares cannot exceed 
the value of the product. As the American 
Federation of Labor has pointed out in re- 
cent public statements, only by producing 
more can we have more. General recognition 
of this elementary truth would go far toward 
securing the industrial peace that must be 
secured if we are to have more. 


In closing, the author stated that in a 


been sufficient to encourage large saving and free 5 ociety these te no gubatitite for 
, 


investment. 


the law of supply and demand as a regu- 


Placing emphasis upon the need for lator of the distributive shares in the 
“balance” in these matters, the author product of industry. It is beyond the 
said: capacity of any mind or group of minds, 

The labor leader quoted above declared he observed, to replace the automatic ac- 
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tion of free markets by arbitrary decision, 
and attempts to do so within limited fields 
create inequities and distortions that 
force a choice between a crippled indus- 


trial system on the one hand and arbitrary 
action over an ever-widening area on the 


other. 
—R. S.C. 





All the Dates on Power 


¢¢ A Chronological History of Electri- 

cal Development” ($2, National 
Electrical Manufacturers Association, 
155 East 44th Street, New York, New 
York) is a story, by dates, of electricity 
and the vast assortment of devices and 
equipment created by the electrical manu- 
facturing industry to utilize it; of a long 
line of great men of science, their initia- 
tive, theories, research, experiments, and 
discoveries—and their contributions to 
the present age of electricity, electronics, 
and atomic energy. 

Designed as a reference work for edi- 
tors, writers, commentators, libraries, 
and schools, as well as for industry, the 
chronology begins with the discovery of 


electricity in 600 Bc and parades in 106 
pages an extensive collection of back- 
ground material, facts, and “firsts.” 

While the book touches on such modern 
electrical applications as television, fluor- 
escent and ultra-violet light, the giant 
turbo-generator, and the electron micro- 
analyzer for atomic research, its accent is 
on the early-day men of science and in- 
dustry and the steps they took to make 
electrical living possible. 

Other contributing factors are re- 
corded, among them electrical exposi- 
tions and congresses, the birth of elec- 
trical publications, engineering and trade 
associations, societies, foundations, and 
institutes. 





Notes on Recent Publications 


PENSION AND Prorir SHARING PLAN EXpPAN- 
sion. (A symposium of 25 articles.) The 
Journal of Commerce. New York, N. Y. 
May 29, 1946. 40 pages. 

The table of contents lists these general 
headings: “The Postwar Situation”; “Ex- 
perience Guides”; “Special Postwar Fac- 
tors”; “Plan Considerations”; “Pensions v. 
Profit Sharing’; and “Legal and Tax 
Trends.” Aside from the articles under these 
headings, written by specialists in the vari- 
ous subjects, there are also announcements 
by trust companies, life insurance companies, 
consultants, actuaries, and other concerns 
having to do with pension and profit-sharing 

lans. 

. In this special section, the Journal seems 
to have assembled a comprehensive and au- 
thoritative presentation of the various phases 
of this subject. In view of the widespread 
and increasing interest being displayed in 
business circles in connection with person- 
nel problems, this compilation should prove a 
contribution to the study of the plans dis- 
cussed. 


You anp Your Crry. United States Confer- 
ence of Mayors, 730 Jackson Place, N.W., 
Washington, D. C. Forty-page brochure. 


This book pretends to no new knowledge 
about the importance of cities and towns in 
our national economy. It seeks to bring into 
new focus some of the fundamental facts 
which stand out most prominently in current 
reporting and research on the oukect and to 
call the public’s attention to these facts. 

Numerous illustrations add to the attrac- 
tiveness of this publication, while several 
charts and tables serve to indicate the im- 
portant place occupied by the larger cities 
in our national and state economy. The data 
given as to population—both urban and 
rural—by states, and the changes over.a 
eee of years (with the trend in growth 

ing urban-ward), are revealing. This is al- 
so true of the information presented re- 
garding national income and its sources; 
tax revenues and their sources; and types 
of governmental expenditures. The sta- 
tistical data are generally based upon reports 
of the Bureau of the Census. 

The latter third of this brochure is mainly 
devoted to the question of valuations of real 
and personal properties in principal cities; 
what the “city dollar” buys ; and an illuminat- 
ing exposition of the inequitable representa- 
tion of our larger cities in state legislatures 


and in Congress. 
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Court Approves Payment 


I= John C. Knox of the United States 
District Court for the Southern District of 
New York signed an order neg | the set- 
tlement of claims between Electric Bond and 
Share Company and National Power & Light 
Company, intermediate holding company in the 
Bond and Share system. 

Terms of the agreement provide for Bond 
and Share to pay National $750,000 in settle- 
ment of any and all claims against it. 

This claims settlement paves the way for 
National to proceed with its dissolution plan. 
The first step in the program is slated for this 
month and will comprise distribution of the 
company’s interest in common stocks of Caro- 
lina Power & Light Company and Birmingham 
Electric Company, and most of its investment 
in common stock of Pennsylvania Power & 
Light Company. 


FPC Authorizes Construction 


OUTHERN NatTurAL Gas Company, Bir- 

mingham, Alabama, has been authorized to 
(1) construct and operate about 80 miles of 
16-inch natural gas transmission pipe line ex- 
tending from Pickens, Mississippi, to the 
Gwinville gas field located in Jefferson Davis 
and Simpson counties, Mississippi, (2) install 
meters, pressure-regulating equipment, and 
other facilities to tap the company’s lines at 
points of connection with lines to be con- 
structed by the town of Ragland, Alabama, the 
city of Sylacauga, Alabama, Alabama Gas 
Company, Alabama Natural Gas Corporation, 
Birmingham Gas Company, and Atlanta Gas 
Light Company, and (3) construct and op- 
erate about 7 miles of 6-inch line near Tal- 
lageda, Alabama, the Federal Power Commis- 
sion revealed recently. Total cost of the facil- 
ities is estimated to be $2,608, 

Natural gas will be sold to the companies, 
town, and city mentioned heretofore to be dis- 
tributed in Sylacauga, Ragland, Prattville, 
Sycamore, Lincoln, Notasulga, and portions of 

ountain Brook and Homewood in Alabama, 
and in Bremen, Douglasville, Gordon, and 
Hampton in Georgia, all of which are without 
gas service at present, except for certain areas 
in Mountain Brook and Homewood. 

Southern Natural has made a 20-year pur- 
chase agreement with the Superior Oil Com- 
—_ for gas produced in the Gwinville gas 

eld. 
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Southern Natural is engaged in the trans- 
portation and wholesale delivery of natural gas 
produced in Texas and Louisiana through its 
pipe-line system extending from the Logansport 
gas field in Texas through Louisiana, Missis- 
sippi, Alabama, and into Georgia. 

The commission also authorized Kentucky 
Natural Gas Corporation, Owensboro, Ken- 
tucky, to construct and operate approximately 
18 miles of 103-inch natural gas transmission 
pipe line extending from the vicinity of Rus- 
sellville, Kentucky, to near Mitchellville, Ten- 
nessee, it was announced. 

The pipe line is to be utilized to receive a 
supply of gas from Tennessee Gas & Trans- 
mission Company under a contract by which 
that company agreed to supply Kentucky Nat- 
ural up to 60,000 therms of natural gas per day 
upon the issuance of a certificate of public con- 
venience and necessity to Tennessee Gas & 
Transmission for the purchase from Recon- 
struction Finance Corporation of four com- 
pressor stations located in Washington county, 
Mississippi, Hardeman and Roberton counties, 
Tennessee, and Montgomery county, Kentucky. 
Such authorization was granted Tennessee Gas 
& Transmission by FPC on June 18th. 

The facilities to be constructed by Kentucky 
Natural are estimated to cost $213,840. Accord- 
ing to the company’s application, such facili- 
ties are required to assure maintenance of ade- 
quate service to its present customers. 


Court Overrules FPC Motion 


TT Third U. S. Circuit Court of Appeals 
at Philadelphia last month overruled a 
motion by the Federal Power Commission for 
dismissal of the appeals taken last October by 
the Philadelphia Electric Power Company and 
the Susquehanna Power Company, owners of 
the Conowingo hydroelectric project on the 
Susquehanna river, from two commission or- 
ders fixing the “actual legitimate original cost” 
of the project at $49,047,699. 

The two companies, which are subsidiaries 
of Philadelphia Electric Company, claimed 
they actually spent $54,866,625 in the construc- 
tion of the project. 

Their appeals are for the reinstatement by 
the commission of costs of $4,389,818, both be- 
ing willing to drop further contests on items 
totaling $1,429,107. 

FPC sought dismissal of the appeals on the 
technical ground the two power companies had 
not complied with the procedural steps of the 
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Power Act. The court of appeals, however, sus- 
tained the companies’ right to have their ap- 
peals heard, although no date was set for the 
hearing of the merits of the case. 


Files Plan with SEC 


EGISTRATION statements covering $22,500,- 

000 of sinking-fund bonds, 1,568,980 shares 
of common stock, and 100,000 shares of pre- 
ferred stock were filed with the Securities and 
Exchange Commission on July 11th by two 
companies. 

The New England Gas & Electric Associa- 
tion registered $22,500,000 of 20-year, series A 
collateral trust sinking-fund bonds, due 1966, 
and a maximum of 1,568,980 shares of $5 par 
value common stock that are to be offered pur- 
suant to an amended plan of recapitalization of 
the company approved by the commission. The 
plan calls for the issuance of a total of 2,300,- 
000 shares of common stock. 

The bonds are to be sold at competitive bid- 
ding with enough common shares to provide 
the company with $11,500,000. The company 
would then issue 154 per cent of the balance 
of the 2,300,000 shares, with limitations, while 
844 per cent, or the balance of the new common 
shares, would be allocated to holders of the 
company’s $5.50 dividend preferred stock and 
any unused portion would be offered to the 


ublic. 

: The NY PA NJ Utilities Company and the 
Associated Utilities Corporation, which hold 
23,744 shares of the preferred stock, will offer 
at competitive bidding the common shares that 
they receive under the plan. 

New England will use the proceeds to re- 
tire $34,998,500 of debentures. 

The Pacific Power & Light Company reg- 
istered 100,000 shares of $100 par value pre- 
ferred stock to implement the proposed merger 
into the Northwestern Electric Company. Un- 
der the merger agreement, the outstanding pre- 
ferred stocks of Pacific and Northwestern 
would be exchanged on a share-for-share basis, 
plus a cash adjustment, for the new preferred 
stock of Pacific, which will be the surviving 
concern. 


FPC Clears Merger 


ERGER Of the California-Pacific Utilities 

Company of San Francisco and the East- 

ern Oregon Light & Power Company of Baker, 

Oregon, was authorized by the Federal Power 
Commission last month. 

California-Pacific was authorized to buy 
Eastern Oregon’s facilities at a base price of 
$2,326,000 as of March Ist, plus adjustments 
to the closing date of sale. 

The California Electric Power Company, 
Riverside, California, was authorized to accept 
a bid of Halsey, Stuart & Co., Inc., Chicago, 
to purchase $16,000,000 of first mortgage bonds, 
3 per cent series due in 1976, at 103.72, with 
initial offering price to the public of 104.50. 
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SEC Receives Plan 


T= Illinois Power Company, a subsidi 

of both the North American Light & 
Power Company and the North American 
Company, filed a recapitalization plan last 
month with the Securities and Exchange Com- 
mission. 

The twofold purpose of the plan, the appli- 
cant said, was to enable Illinois Power to con- 
form to § 11(b) (2) of the Holding Company 
Act with respect to equitable distribution of 
voting power and to effectuate Light & Power’s 
and North American compliance with an SEC 
order of April 14, 1942, which directed them to 
dispose of their interest in Illinois Power and 
subsidiaries. 

The plan provides for subordination of all 
rights of Light & Power and North American 
with respect to securities of Illinois Power and 
its subsidiary, the Central Terminal Company. 

The two parent companies own 21,978 shares 
of the cumulative preferred, 317,178 shares of 
common, 17,978 dividend arrears certificates, 
and warrant for the purchase of 300,000 shares 
of common of Illinois Power, as well as a $675,- 
000 mortgage note of Central Terminal with 
accrued interest. All these securities would be 
surrendered to Illinois Power. 

If the SEC authorizes the program, Illinois 
Power will redeem all shares of the cumula- 
tive preferred, excepting those held by its par- 
ents, at $52.50 plus accumulated dividends ; will 
pay holders of the dividend arrears certifi- 
cates, other than its parents, $24 for each cer- 
tificate held by them; and will issue and sell 
200,000 shares of $50 par value new preferred. 


Senate Asks Interest Cut for 
PWA Power Projects 


EDUCTION of Federal interest rates on 

power projects financed by the Public 
Works Administration and operated by state 
or municipal agencies is contemplated in legis- 
lation recently passed by the Senate. 

An amendment to the Grand River Dam Bill 
(returning that project to control of the state 
of Oklahoma) would reduce the rate of in- 
terest paid the Federal government for PWA- 
financed power projects to 24 per cent. This 
provision would apply to payments made on 
power bonds held by the Federal Works 
Agency issued by “states, public authorities, 
counties, municipalities, and other subdivisions 
of state governments.” 

The amendment was sponsored by Senators 
Johnston and Maybank, South Carolina Dem- 
ocrats. Senator Johnston declared that “the 
South Carolina Public Service Authority, 
commonly known as the Santee-Cooper de- 
velopment, will save annually approximately 
$600,000” through enactment of this measure. 

The Grand River Dam Bill (HR 5508) al- 
ready had been passed by the House, How- 
ever, the House will have to pass upon the 
measure as amended in the Senate. 
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Arkansas 


Sees No Bar to Buying System 


A attorney general’s ruling on July 11th 
that cities are not authorized by Act 324 
of 1935 to issue revenue bonds for purchase 
of a gas distribution system will not prevent 
the city of Little Rock from acquiring the 
Arkansas-Louisiana Gas Company’s system 
within its city limits, Mayor Sprick said re- 
cently. 

The ruling, written by Assistant Attorney 
General Cleveland Holland, said cities were 
authorized to issue revenue bonds for purchase 
of water and sewer systems, but that gas sys- 
tems were not included in the authority. 

Lawrence Dalton of Pocahontas, Randolph 
county, had asked the attorney general if Poca- 
hontas, a second-class city, could issue revenue 
bonds to finance purchase of a gas system. 

Mayor Sprick expressed confidence that 
financing the proposed purchase of the Ar- 
kansas-Louisiana Company system would be 


easy. 

He said he was concerned primarily with 
the groundwork for the purchase. 

The city council has adopted a resolution 
serving notice of the city’s intention to buy 
and scheduling a public hearing on the proposal 
for August 12th. In the procedure for acquir- 
ing the system an election will be held, Mayor 
Sprick said. 

Pointing out that Act 324 did not prohibit 
cities from issuing revenue bonds for the gas 
system, Mayor Sprick said the Arkansas Su- 
preme Court had held cities could make trans- 
actions without specific authorization under 
statute. 


It would be possible to obtain a supreme 
court ruling, and possibly Act 324 could be 
amended by the 1947 legislature, but the city 
can issue bonds under other authority, the 
mayor said. The firm with which the city has 
discussed financing the proposal is well in- 
formed on Arkansas statutes, and is willing to 
continue negotiations with the city, he stated. 


Right to Issue Bonds Upheld 


Te city of Conway has a right to issue 
bonds for street improvement purposes, 
payable from revenue of municipally owned 
water and electric systems, despite revenue 
bonds outstanding against these facilities, At- 
torney General Guy E. Williams told the Fed- 
eral Works Agency office at Fort Worth re- 
cently. 

The opinion, written by Assistant Attorney 
General Cleveland Holland, was requested by 
the agency after the city applied for advance 
funds to prepare street improvement plans. 


Seeks Permit to Build New Lines 


fe Craighead Electric Codperative Cor- 
poration of Jonesboro filed application 
with the state public service commission last 
month for permission to construct 303.84 miles 
of rural electric lines in territories previously 
allocated to it in seven counties. 

It proposes to build 30.44 miles in Critten- 
den county, 113.35 in Poinsett, 57.65 in Craig- 
head, 44.38 in Lawrence, 8.5 in Independence, 
8.6 in Randolph, and 41.37 in Greene. Esti- 
mated cost is $982 a mile. 


California 


From this reversal the union went to the su- 
preme court. 

ustice Clement L. Shinn, who wrote the ap- 
pellate decision now standing, stated at the time 


Union Denied Hearing 


Frorts of the Brotherhood of Railroad 
Trainmen to compel the city of Santa 
Monica to deal collectively with it for munic- 
ipal bus line employees failed in the state su- 
preme court last month. 

The court denied the petition of the union, 
through Attorney A. L. Wirin, for a hearing 
in the case, in which the district court of appeals 
last May held that in providing for the protec- 
tion of collective bargaining organizations it 
was not the intent of the state legislature to 
include political subdivisions as well as em- 
ployers. 

Originally the union went to superior court 
to compel the city to bargain collectively with 
it for the bus drivers and it won its case in a 
decision from py udge Henry M. Willis. 
The city took an ap from the Willis deci- 
sion and won a reversal in the appellate court. 
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of that court’s action that three years ago the 
legislature killed a bill specifically intended to 
put political subdivisions under collective bar- 
gaining law. 


Resigns from Commission 


RESIDENT L. Harold Anderson of the state 

railroad commission recently announced his 
resignation as a member of that commission 
to accept a position as vice president of the 
Pacific Gas and Electric Company, effective 
August Ist. 

Prior to his appointment to the commission 
in January, 1945, Mr. Anderson had for more 
than nineteen years served the city of Palo Alto 
in various engineering and executive capacities. 
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Connecticut 


Scholarships Established 


TS rye scholarships of $300 a year, 
each for a 4-year course in the college of 
agriculture of the University of Connecticut, 
have been established by the Connecticut Light 
& Power Company, it was announced recently 
by Dr. Albert Jorgensen, president of the uni- 
versity. 

Two scholarships will be awarded the 
first year and two more in each succeeding year. 
In the fourth year and thereafter eight scholar- 
ship students will be enrolled at the university 
each year and the power company’s annual 
contribution will be $2, 

Authorized at the June meeting of the power 
company’s board of directors, the scholarships 
will be known as the Connecticut Light & Pow- 
er Company scholarships. They will be award- 
ed by the scholarship committee of the univer- 


sity, on the basis of Americanism, character, 
cooperativeness, likeliness to succeed, scholar- 
ship, and financial need of applicants. 


Taxi Group Ride Order Ends 


sk - state public utilities commission re- 
cently announced that its order of June 30, 
1943, requiring group riding in taxicabs as part 
of the war program would terminate and be 
canceled as of July 15th. 

With the cancellation of this order, the com- 
mission’s order of June 1, 1935, again becomes 
effective and “is now in full force and effect,” 
the commission said. This order states that 
“the operator of a taxicab shall accommodate 
patrons in the order of their application. Con- 
sent of the patron first hiring the taxicab must 
be obtained if additional patrons are to be car- 
ried in it.” 


District of Columbia 


Court Upholds Rate Cut 


HE United States Court of Appeals on 

July 16th upheld a 1944 order of the Dis- 
trict of Columbia Public Utilities Commis- 
sion directing the Potomac Electric Power 
Company to reduce light and power rates by 
$1,037,189 per year. 

Whether the company will appeal to the 
United States Supreme Court would be known 
only after a study of the appellate court’s ac- 
tion, S. Russell Bowen, member of Pepco’s 
legal staff, said. 

Refunds to consumers are retroactive to 
March 1, 1944, the date of the original rate 
reduction order, and will total $2,460,000 up to 
May 1, 1946, James Flanagan, chairman of the 
commission said. 

The amount, Flanagan said, is based on re- 
duction estimates for 1945 and this year. In 
both years, he said, studies were made of Pepco 
operations, but rate hearings were adjourned 


in both years immediately after being called. 
This was because no rate action could be taken 
with the fate of the 1944 rate reduction order 
still pending in court. 

Greatest reduction would go to commercial 
consumers who would get the benefit of 80 
per cent of the lower rates. 

It was estimated that Federal and District 
governments would receive approximately $2,- 
000,000 in refunds or, as in the case of residen- 
tial consumers, a cut in future light and power 
bills to make up the savings earned by the 
court’s decision, Actual figures, however, can- 
not be determined until a new study is made. 

In ordering the rate reduction, the justices 
brought in two decisions. In one they upheld a 
district court decision which dismissed an ap- 
peal from the commission order by Pepco, 
which claimed the reduction was too high. In 
the other they dismissed an appeal by the gov- 
ernment to set aside the commission order on 
the grounds that the reduction is too low. 


we 
Georgia 
putants to a solution after the busses had been 
stalled for more than a week. 

Highest wage offered during negotiations in 
Augusta by the power company was 95 cents 
per hour and the lowest figure agreed to by 
the union was $1 og hour. The union asked 

” 


Wage Increase Awarded 


A BOARD of arbitration awarded Georgia 
Power Company bus drivers a top wage 
of 984 cents per hour after an all-day session 
in Augusta on July 13th. The board was called 
in after a walkout by drivers and maintenance 
we tied up Augusta’s city transportation last 


“The solution was exactly what had been sug- 
gested by the mayor’ $ citizens volunteer com- 
mittee, called in to attempt to bring the dis- 
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$1.12 per hour. A. drivers had been receiv- 
ing 83 cents per ho 


Under the pees reached by the board, 
drivers will draw 88% cents per hour for their 
first six months with the company, 934 cents, 
and 984 cents thereafter. 
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Illinois 


Court Upholds Fare Raise 


_ Michael Feinberg in circuit court 
last month sustained the 12-cent fare being 
charged by the Chicago Rapid Transit Com- 
pany (elevated lines). His ruling denied the 
state commerce commission an injunction to 
prevent the company from charging more than 
10 cents. 

After hearing five hours of evidence and 
arguments, Judge Feinberg criticized the state 
commission for “failure to set a fair and rea- 
sonable rate” for the elevated lines. He charged 
that the commission had delayed this aim by 
its refusal to find a new schedule of fares to 
give the line more than operating expenses. 

In this regard, the court said, the commerce 
commission failed in its duty, since sufficient 
evidence was available on which to base a fair 
and reasonable fare. 

If the 12-cent temporary fare is excessive, 
Judge Feinberg said, “the commission can 
speedily determine this and set up a permanent 
rate that would be just to the public and the 
company.” 


He asserted the commission should have end- 
ed the proceedings long ago, to fulfill a duty 
to protect the public and the utility company, 

Speaking of fare receipts, which the com- 
pany had been giving customers on request, 
Judge Feinberg said they were designed to pro- 
tect the public. 

He added that the city’s elevated lines 
will benefit from the customers who do not ask 
for receipts and that it is up to the customers 
to protect their own interests. 

The state commission had entered an order 
on June 27th refusing to allow the elevated line 
to charge more than a 10-cent basic fare, and 
William C. Wines, an assistant to Attorney 
General George F. Barrett, brought suit in cir- 
cuit court seeking an injunction to restrain the 
company from charging the increased fare. It 
was on this suit that Judge Feinberg ruled 
against the commission. 

He urged the commission to get busy on a 
related proceeding to set a permanent fare 
which will give the elevated company not only 
operating expenses but a fair return on its in- 
vestment. 


Kentucky 


Company Seeks Rehearing 


TS Blue Grass Natural Gas Company of 
Bowling Green petitioned the state public 
service commission on July 8th to rehear its 
application to purchase gas franchises in 9 
counties and 10 cities. 

The commission gave the purchasing author- 
ity to the Natural Gas Distributing Company 
of Frankfort, a new company headed locally 
by John Buckingham, who was state treasurer 
during the administration of Governor A. B. 
Chandler. 


Blue Grass contended the commission ex- 
ceeded its authority and imposed requirements 
not authorized by law. 

The company was turned down on the 
ground that it failed to present proper records 
and maps with its first application. 

Natural Gas was given the right to bid on 
franchises of Boyle, Mercer, Jessamine, An- 
derson, Garrard, Lincoln, Marion, Washing- 
ton, and Nelson counties, and in the cities of 
Harrodsburg, Burgin, Wilmore, Nicholasville, 
Lawrenceburg, Lancaster, Stanford, Lebanon, 
Springfield, and Bardstown. 


Louisiana 


Gas Sales Tax Fails 


 S HE Morris Lottinger Bill placing an excise 
tax on natural gas to provide additional 
revenue for teachers’ salaries in the public 
schools, failed to pass the state house of rep- 
resentatives last month, receiving 44 votes for 
and 44 against. It requires 51 affirmative votes 
to pass a bill. 

The measure was up for reconsideration, 
having failed previously by two votes to mus- 
ter the necessary 51. 

Pipe lines at present are paying a gas col- 
lection tax of one-half cent per thousand cubic 
feet, yielding close to $2,500,000 annually. The 
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original excise tax would have replaced this 
with a 3-cent tax, estimated to yield $15,000,000. 

The state senate by a vote of 19 to 18 subse- 
quently rejected an amendment to kill an ap- 
propriation, part of the general appropriations 
act, for the maintenance of the office of natu 
gas conservation. 

Marshall E, Woodard, Arcadia, who is re- 
ported to have engineered the unsuccessful at- 
tempt to eliminate the appropriation, on July 
8th submitted a resolution curtailing authority 
of the highway department to restrict pipe-line 
construction. The resolution was aimed at a 
policy of the state which authorizes the depart- 
ment of highways to regulate the construction 
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of pipe lines crossing any state highway. 

The house on July 9th refused, by a vote 
of 31 to 51, to repeal a 1942 senate resolution 
outlining the state policy of opposition to fur- 
ther export of natural gas and instructing con- 
servation and public service commissions to 
fight applications for such lines before the Fed- 
eral Power Commission. 

The house passed without opposition and 
sent to the senate amendments to a bill affect- 
ing the revenue code commission which had 
entered the unsuccessful fight to place a sales 
tax on natural gas in an effort to reduce ex- 
ports. The senate later concurred in the 
amendments, without objection. 

The state senate last month voted 24 to 5 and 
sent to the house for concurrence a resolution 
prohibiting the highway department from pro- 
hibiting gas pipe lines from crossing highways 
without agreement that the gas would not be 
exported, and canceling such current agree- 
ments. 

The senate also approved a house bill giving 
the state public service commission jurisdic- 
tion over pipe lines carrying gas for intra- 
state resale, and over city-gate gas rates. The 
jurisdiction would not apply to industrial rates 
unless they were so low as to affect city gate 
rates. 


Electric Rates Reduced 


HE Southwestern Gas & Electric Company 
of Shreveport has been ordered to make 
reductions averaging about 8 per cent in its 
electric rates in 30 Louisiana communities, 
Public Service Commissioner Lamar T 
said last month. 

The new rates, effective August 31st, would 
average a reduction of 7.95 per cent to domestic 
consumers in Shreveport and Bossier City, 
24.94 per cent for those in Vivian, and an aver- 
age of 8.25 per cent to those in 27 other com- 
munities. Commercial and other special rates 
would be reduced approximately in the same 
proportion, with the total reduction amounting 
to $265,000 annually. 

The reduction followed a study of the books 
of the corporation, which is still continuing, 
the public service commission announcement 
said. Total reductions since 1935 in the com- 
pany’s rates are equivalent to $525,000 in annual 
revenue, the commission estimated. 

The new Shreveport and Bossier City do- 
mestic rate will be $1 for the first 17 kilowatt 
hours, 4 cents each for the next 23, 3 cents each 
= the next 110, and 2 cents each for any sur- 
plus. 

The minimum charge of $1 is unchanged. 


Maryland 


Commission Head Named 


HARLES B. Bos.ey, associate member of the 

state public service commission, was 
named chairman of the commission last month 
by Governor O’Conor. At the same time, 
Thomas Elmo Jones, former secretary of state, 
was appointed to fill the unexpired term of 
Steuart Purcell, commission chairman who 
died April 18th. 
P 24 appointments were effective imme- 
lately. 

Mr. Bosley, a resident of Baltimore county, 
had been acting chairman since Mr. Purcell’s 
death. He was appointed to the commission 
oa and reappointed for a 4-year term in 


Mr. Jones’ term will run until June 1, 1947. 
A resident of Fairfield, Prince Georges county, 
- the new commission member had been on leave 
from his position as secretary of state since 
he entered the United States Maritime Service 
in 1944, 

As chairman, Mr. Bosley will receive a sal- 
ary of $7,000. Mr. Jones will receive $6,000. 


Charter Bus Law “Void” 


A NEw state law regulating charter and con- 
tract bus operators was declared uncon- 
stitutional last month by Judge Michael J. 
Manley, who ruled the law _ monopolistic 
control to operators now in business and pre- 


187 


cluded others ‘from going into the business. 

The decision was handed down in circuit 
court No. 2, Baltimore, in the case of Clarence 
J. Brown, doing business as the Maryland 
Motor Lines, who sought a permit from the 
state public service commission to operate two 
busses for charter and contract service. 

The law declared unconstitutional was Chap 
1037 of the Acts of 1945. It authorized the 
commission to issue permits to applicants who 
were bona fide bus operators May 31, 1942, 
and were continuously so engaged up to March 
1, 1945. The commission denied Brown a permit 
because he was not an operator in the pre- 
scribed period. 

Judge Manley said there was nothing in the 
Maryland statute that would authorize the 
commission to inquire into public need or ne- 
cessity for the granting of permits. 


Transit Hearings Open 


ROM an economic standpoint, no streetcar 

lines in Baltimore justify retention of 
permanent rail operations, the state public 
service commission was told last month by R. 
Gilman Smith, partner in W. C. Gilman & 
Company, of New York, consulting engineers. 
Mr. Smith was a Baltimore Transit Company 
witness at the opening day of hearings on the 
company’s plan to convert 58 per cent of its 
rail lines to “free wheel” operations, reroute 
some existing lines, and add new bus lines. 
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New York 


Water Row Ends 


7 HE long controversy between the state and 
private utility companies over payment for 
water diverted from the Niagara river for gen- 
eration of electric power ended on July 2nd as 
Attorney General Nathaniel L. Goldstein 
stated that the Niagara Falls Power Company 
had paid the state $2,999,999.97. 

Under an accord reached in April, the com- 
pany agreed to pay the state for use of the 
water, with the annual rental for a 12-year 
term, beginning July 1, 1943, set at $1,100,000. 

Mr. Goldstein said the recent payment cov- 
ered the balance of arrears due from July 1, 
1943, to June 30, 1946. The company agreed 
to settle after Justice Francis Bergan of the 
state supreme court upheld the legality of a 
1943 law asserting the state’s priority to the 
water. 


Union Sues to Void Award 


HARGING that Adrian P. Burke, selected by 

the War Labor Board as arbitrator in 
the labor dispute between the Fifth Avenue 
Coach Company and Local 100 of the Trans- 
port Workers Union, had “imperfectly execu- 
ted his powers,” the union moved in supreme 
court recently to vacate an award made on 
July 6th by Mr. Burke. 


An affidavit by Douglas L, MacMahon, 
TWU secretary-treasurer, said the arbitra- 
tor did not make a mutual, final, and definite 
award upon the subject matter submitted to 
him for decision and imperfectly executed his 
powers by reason of the fact that he made no 
award whatever in respect to the question of 
one-man operation of double-deck busses. 

The controversy, which was precipitated on 
July 8th by the union’s refusal to accept a de- 
cision by Mr. Burke outlining the terms for 
one-man operation of the double-deck busses 
of the Fifth Avenue Coach Company, found 
Mr. Burke and the company aligned firmly in 
their decisions that TWU leaders had agreed 
to the fact of one-man operation before the 
start of the arbitration proceedings. Both said 
the only issue involved was the terms under 
which the changeover would be effected. 

Austin L. Hogan, president of Local 100 of 
the TWU, indicated that the union was not re- 
treating from its previously expressed opinion 
that Mr. Burke’s award was “illegal” when 
he again charged that the arbitrator had “evad- 
ed the basic issue : ‘Shall one-man operation of 
double-deck busses be put into effect?’” 

In addition, Mr. Hogan accused Mr. Burke 
of giving the transit workers a “raw deal” by 
handing them “a measly 7 cents an hour” when 
“other workers have been receiving 18 and 
20 cents an hour in increases.” 


ad 
Ohio 


Bus Strike Ended 


7 OLEDO’s 10-day bus and streetcar strike end- 
ed on July 11th after AFL drivers accepted 
a 12-cents-an-hour wage increase recommend- 
ed by the Toledo Labor-Management-Citizens 
Committee and agreed to return to their jobs 
at midnight. 

The committee’s recommendation also was 
approved by officials of the Community Trac- 
tion Company. 

The union previously had asked increases of 


30 cents an hour and the company at no time 
offered more than 5 cents. 

Another issue, two weeks’ pay for each year 
veteran-employees were in the armed forces, 
will not be negotiated until discussion is start- 
ed on a new contract to replace the current 
one which expires February Ist. 

Common Pleas Judge John M. McCabe said 
he probably would dismiss a petition filed by 
John P. Monaghan, who asked that a receiver 
be appointed for the traction company as a 
means of forcing an end of the strike. 


* 
Oklahoma 


Federal Rules May Curb Gas 


ESTRICTIONS on earnings, and other regula- 
tions, by the Federal Power Commission 
may eventually stifle investments by the nat- 
ural gas industry, S. B. Irelan, president of 
Cities Service Gas Company, told the Engi- 
neering club of Oklahoma City last month. 
These regulations also may deter the devel- 
opment of gas properties by oil companies, he 
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added. Oil operators will be reluctant to build 
lines and facilities to handle gas if they are to 
be regulated as is the gas industry today, he 


1d. 

“And, after all, the gas discoveries main- 
ly have been by oil companies,” he noted. 

Under the Natural Gas Act, the FPC has 
limited earnings of gas companies to 6.5 per 
cent, Irelan explained. In a few cases the earn- 
ings have been limited to 6 per cent, 
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For rate-making purposes, on which the 
earnings are figured, the FPC has adopted the 
“aboriginal rate” rule, or values at time of in- 


vestment. This has caused many properties of 
= aa Service to be set out at zero, Irelan 
said. 


Oregon 


Sale Contract Amended 


HE contract for sale of traction properties 

by Portland Electric Power Company has 
been amended, with the approval of Federal 
Judge James A. Fee. 

The contract as amended still calls for Port- 
land Transit Company, the firm acquiring the 
properties, to pay Portland Electric a price of 
$7,400,000 for the assets, of which $500,000 
already had been paid. 

This is the gross purchase price, however, 
and is to be reduced to little more than $5,- 
000,000 by payment of a dividend of between 
$2,200,000 and $2,350,000 by Portland Traction 
Company, the operating company. 

Sole change in the plan was the method by 
which this dividend would be paid. In the orig- 
inal contract it was to have been paid to Port- 
land Transit Company, the acquiring company, 
but now will be paid direct to the bankruptcy 
trustee for Portland Electric Power and credit- 


ed against the sale price to save 6 per cent in 
taxes on the dividend. 


Uniform Rule Set 


EGINNING July 8th, Portland Traction Com- 

pany will honor complimentary tickets of 
policemen and firemen only when their holders 
are in uniform, H. C. Brumbaugh, company 
vice president, recently advised Police Chief 
Leon V. Jenkins and Fire Chief Edward Gren- 
fell. For the past seven or eight years, these 
employees have been riding on free tickets, re- 
gardless of whether they were in uniform; 
prior to that time, their uniforms alone gained 
them free rides. 

Brumbaugh stated that inasmuch as the city 
council would allow the company to deduct 
from the recently imposed license tax only the 
value of the rides given to uniformed members 
of the two departments, as provided in the 
franchise, these restrictions must be imposed. 


Texas 


Court Rules in Taxi Case 


C= may regulate taxicabs, including 
fares, but they cannot charge a fee for 
licensing their operation, the state supreme 
court held last month. 

The opinion reversed and rendered for new 
trial a case brought by J. W. Payne against 
Houston, a home-rule city. Payne attacked a 
city ordinance which, among other things, 
raised from $35 to $60 a year the amount 
charged by Houston for each taxicab operated. 


It was applied as a rental charge for use of city 
streets. 

Associate Justice A. J. Folley wrote that the 
state has preémpted and restricted to itself the 
taxing of motor vehicles, and that the state li- 
cense fee paid upon all automobiles entitles 
taxicabs to use city streets without additional 
charge. 

The opinion emphasized that cities are 
authorized to regulate license and fix taxicab 
charges and fares, but not to collect an op- 
erating fee. 


Virginia 


Union Starts Another Drive 


W™ a successful campaign concluded to 
unionize foremen of the Virginia Elec- 
tric & Power Company, the International 
Brotherhood of Electrical Workers swung into 
action last month for a final drive among the 
company’s clerical and technical workers. 

J. C. McIntosh, international representative 
of the IBEW, returned to Richmond on July 
9th after a trip to Baltimore for the counting 
of ballots in a recent election among foremen 
conducted by the National Labor Relations 
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Board. The final tally showed 92 for the 
IBEW, 31 for no union at all, 17 votes chal- 
lenged, and 5 marked void. Expressing pleas- 
ure at the outcome of the election, Mr. Mc- 
Intosh said it marked the first time in the 
country that foremen in power industry have 
voted under NLRB supervision to organize. 
The foremen will go into a new local, B-1522, 
thus removing them from close union contact 
with the production and maintenance workers 
whom they supervise. The NLRB recommend- 
ed this separation in its precedent-setting order 
directing an election among the foremen. 
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Washington 


CVA Seen Aid to Socialism 


| aye orange of a Columbia Valley Au- 
thority, as proposed in legislation pend- 
ing in Congress, “will mean the creation in the 
Pacific Northwest of a socialistic form of 
government,” it was charged in Seattle, Wash- 
ington, last month by General Thomas M. 
Robins, former deputy chief of the Army 
Corps of Engineers, 

General Robins addressed a meeting of 
Seattle business leaders called together by 
Frederick E. Baker, public relations counsel 
and member of the Pacific Northwest Devel- 
opment Association. 

“These ideologists who want to have estab- 
lished throughout the entire United States a 
number of regional authorities similar to the 
Tennessee Valley Authority are spreading 
propaganda as to the effect that little or no 
progress has been made in the development 
of our natural resources except in the TVA,” 
said General Robins, “and that nothing would 
have been done in the Tennessee valley if the 
TVA had not been created.” 

“This propaganda,” General Robins con- 
tinued, “like most of the statements made by 
false prophets preaching the doctrine of getting 


comente for nothing, has no regard for the 
truth.” 


Utility Valuations Up 


H H. HENNEForD, chairman of the state tax 
e commission, last month announced that 
valuations of public utility properties in the 
state have been assessed at $6,890,720 more 
than in 1945. 

Henneford said valuations for 1946 were 
assessed at $413,676,470, compared with $406,- 
785,750 fixed by the state board of equaliza- 
tion for the 1945 assessment. Largest increases 
in assessed valuations were: 

Puget Sound Power & Light Company, from 
$62,800,000 to $65,000,000; Spokane, Portland 
& Seattle Railway Company, from ,000,000 
to $26,000,000; the Pacific Telephone & Tele- 
graph Company, from $46,000,000 to $48,500,- 
000; Pacific Power & Light Company, from 
$16,750,000 to $17,110,000; and West Coast 
Telephone Company, from $2,800,000 to $3,- 
000,000. Decreases in assessed valuations in- 
cluded the Washington Water Power Company, 
from $30,365,560 to $29,880,000, caused by public 
utility districts taking over some of its prop- 
erties. 


ee 
West Virginia 


Additions Authorized 


H% Natura GAs Company, ‘Clarksburg, 
West Virginia, has been authorized to 
construct and operate major additions to its 
present transmission system in West Virginia, 
according to a Federal Power Commission or- 
der made public July 13th. Estimated total 
over-all capital cost of the facilities is $5,- 
327,500. 

The facilities are planned to augment Hope’s 
transmission pipe-line system in order to pro- 
vide adequate supplies of natural gas to meet 


existing and increasing demands and to assure 
maintenance of adequate service to the East 
Ohio Gas Company, an affiliate, and other cus- 
tomers during the winter season of 1946-47. 

The Hope Natural Gas Company sells gas 
at retail to domestic, commercial, and indus- 
trial customers in the state of West Virginia 
and sells gas at wholesale to a number of com- 
panies, including Peoples Natural Gas Com- 
pany, the River Gas Company, Manufacturers 
Light & Heat Company, Mount Morris Gas 
Company, and the New York State Natural 
Gas Corporation. 


Wisconsin 


Asks Gas Heating Limit 


yt Madison Gas & Electric Company has 
applied for permission to limit the fur- 
nishing of gas service to new users for space- 
heating purposes, the state public service com- 
mission announced last month. 

In line with a precedent set in a similar re- 
cent Milwaukee request, the state commission 
indicated that a hearing date probably would 
be set with issuance of an order to follow. 
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The company’s request asked that, as a means 
of “assuring continuity of gas service to exist- 
ing customers,” it be permitted to refuse serv- 
ice to new users of space-heating equipment 
unless those customers have entered into a con- 
tract with the company or have made bona fide 
contracts with a dealer to purchase space-heat- 
ing equipment. 
The oomanny further asked that the rule re- 
main in effect until available supplies of gas 
make its withdrawal possible. 
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. 
Leber dnd Indudelal Pesemen Bell to Bice 
Gas Pipe-line Facilities 


‘te Federal Power Commission 
authorized the Natural Gas Pipe- 
line Company of America and its affil- 
iate, Texoma Natural Gas Company, to 
construct and operate additional natural 
gas pipe-line facilities, notwithstanding 
objections of intervening labor, coal, and 
railroad interests. The authorization was 
predicated upon the future needs of com- 
munities depending upon the applicants 
for their gas supply. 

At the outset it was observed that the 
applicants did not have sufficient pipe- 
line capacity to supply firm peak-day de- 
mands for the coming winter. The appli- 
cants were proposing to serve new mar- 
kets. 

The commission found that the man- 
ufactured gas facilities supplying the 
area would have to be replaced if nat- 
ural gas was not provided. Construction 
of such new facilities would increase the 
cost of gas and impose materially higher 
rates upon consumers. On the other hand, 
if the pipe lines were authorized, some 
of the retail utilities of the area would 
reduce consumer rates. These facts, the 
commission believed, justified the new 
pipe-line facilities. 

The proposed facilities of Texoma 
were to be financed by the issuance of 6 
per cent bonds to its affiliate, Natural Gas 
Pipeline Company of America. The 
commission criticized the high interest 
cost but did not disapprove the transac- 
tion. It said: 

The rate of 6 per cent appears on its face 
to be completely out of line with conditions 
prevailing in today’s money market, but upon 
analysis we find that the loan in question is 
an interdepartmental transaction which is 
not inimical to the public interest, and ac- 
cordingly we will not qualify our approval 
of the application by reason of the apparent- 
ly high interest rate. 
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As stated above, Texoma is an affiliate of 
Natural Gas Pipeline Company of America. 
It is operated as a department thereof. Un- 
der contractual arrangements, Natural pays 
Texoma for gas supplied by the latter only 
sufficient amounts to enable Texoma to take 
care of its cash obligations, including the re- 
tirement of bonds. These intercompany ar- 
rangements were such that the commission 
treated Texoma and Natural as one for the 
purpose of determining just and reasonable 
rates (Re Natural Gas Pipeline Co. of Amer- 
ica and Texoma Nat. Gas Co. [1940] 2 FPC 
218, 35 PUR(NS) 41). The intercompany 
transactions, in other words, were eliminated 
and the properties of the two companies 
treated as a unit for purposes of the rate pro- 
ceeding. The commission determination was 
affirmed by the Supreme Court of the United 
States (1942) 315 US 575, 42 PUR(NS) 
129. 


As for the objections of the coal, labor, 
and railroad interests, the commission 
said that reasonable firm requirements 
must be met by these utilities if public 
interest is to be served. It is required by 
Congress, under the Natural Gas Act, to 
authorize natural gas construction and 
operation when found to be in the public 
interest. The economic impact upon the 
coal industry, the railroads, and those em- 
ployed in these industries constitutes only 
one of the factors to be taken into ac- 
count. 

The cost of gas for house heating was 
found not to exceed materially the cost 
of better grades of coal in the area in- 
volved. Moreover, the commission found, 
present public demands for gas heating 
require planning to provide gas for 50 
per cent of all new homes with further 
provisions to supply gas for heating with 
an increasing number of old homes con- 
verted from other forms of fuel. Re Nat- 
ural Gas Pipeline Co. of America et al. 
(Docket Nos. G-651, G-664, O pinion No. 
133). 
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Telegraph Rate Increase for Westerné Union Granted 


HE Federal Communications Com- 

mission allowed the Western Union 
Telegraph Company a 10 per cent mes- 
sage rate increase for one year and has 
curtailed certain special rate classifica- 
tions in an effort to determine whether 
the increase will really raise the com- 
pany’s revenues. Western Union’s peti- 
tion for the rate increase was predicated 
upon the allegation that it was faced with 
a financial emergency caused by an order 
of the National War Labor Board re- 
quiring the company to make increased 
retroactive wage payments and to make 
certain wage increases for the future. 

Unlike most rate cases, the company 
did not ask for a determination of “fair 
return” on some rate base, and made no 
claim as to what such a return would be. 
Instead, it presented an estimate of over- 
all income and expenses regardless of 
whether they came within the jurisdic- 
tion of the commission, and claimed that 
the commission could properly consider 
all income in estimating the required an- 
nual income level. Accordingly, the com- 
pany made no attempt to develop any 
separation of investment and expenses 
related to services subject to the com- 
mission’s jurisdiction, as distinguished 
from those not so subject. 

The commission found that Western 
Union needed substantially more revenue 
than it was requesting in order to con- 
tinue in operation as a solvent enterprise 
and provide satisfactory service on a 
—e nation-wide basis. It 
said: 


Western Union’s income is derived so pre- 
dominantly from services subject to this 
commission’s jurisdiction, and its deficit is 
so substantial, that it seems evident it needs 
more revenue so far as these services are 
concerned. More particularly, since Western 
Union’s operations are nation wide, and its 
land-line revenues are so largely derived from 
interstate services (including United States 
land-line haul on international messages), as 
distinguished from intrastate services, only 
about 12 per cent being from intrastate serv- 
ices, it is a reasonable conclusion that by far 
the greater part of the company’s revenue 
need arises from its interstate, as against 
intrastate, services. Further, as the ensuing 
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discussion should make clear, we are satis- 
fied that, so far as Western Union’s inter- 
state services are concerned, it needs the ad- 
ditional revenues which it is seeking to de- 
rive from those services. We reach this con- 
clusion, however, without making any de- 
termination as to what would be a “fair re- 
turn” for Western Union, as that concept is 
ordinarily understood in public utility regu- 
lation. 


Elimination of rate concessions for 
special telegraph services such as tour- 
ate, free-forwarding, exchange floor-to- 
floor, serial longrams, night letter, and 
commercial news department was ap- 
proved on the ground that such rate pref- 
erences were unduly discriminatory and 
that the company might possibly increase 
its revenues thereby. The rates for these 
services were raised to the level of rates 
for full-rate telegrams. 

The company’s proposal to eliminate 
the existing differential between rates for 
domestic United States government mes- 
sages and rates for commercial messages 
in the corresponding classes was thwarted 
by the commission, which felt that it is 
for Congress rather than the commission 
to decide the question as to whether the 
government rate differential should be 
eliminated. It was said that Congress has 
indicated a desire to preserve special re- 
duced rates in some form for government 
telegraph messages and that, therefore, it 
is incumbent upon the commission to give 
proper regard to such intent and to pre- 
scribe and maintain a differential in 
charges in favor of government messages 
as compared with the commercial mes- 
sages. 

The commission expressed some doubt 
as to whether the proposed rate increase 
would correct the unprofitable trend. 
However, it believed that the company, 
showing a loss, was entitled to an oppor- 
tunity to see what benefits would result 
from the rate increase. The commission 
expressed the belief that while the rate 
increase was of some value as a tempo- 
rary expedient, it would not meet West- 
ern Union’s basic difficulty. 

It cited as an example the fact that the 
company’s long-heralded mechanization 
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program, on which was based the hope 
for a fundamental improvement in the 
company’s position, might encounter se- 
rious delays before completion, and that, 
even upon completion, the estimated sav- 
ings resulting from the program would 
be less than the amount of the rate in- 
creases sought. 

The possibility of the recurrence of 
the financial emergency was also alluded 
to. In this event, the commission said, a 
further rate increase presumably would 
offer no solution, but would only intensify 
the company’s difficulties, in view of its 
need to meet the rate and service compe- 
tition of other means of rapid communi- 
cation. With this in view, the commission 
has ordered a comprehensive investiga- 
tion into all phases of Western Union 


practices, operations, regulations, facil- 
ities, and services, as well as into the con- 
duct of its management and the basis 
upon which its policies are formulated. 

Commissioner Durr, in a dissenting 
opinion, said that there is no question of 
Western Union’s need for greater net 
revenues if it is to continue, under its 
present methods of operation, as a solvent 
concern, but that the mere need for addi- 
tional money is not in itself an adequate 
basis for imposing an additional cost 
upon telegraph users for a deteriorating 
telegraph service. Sound regulatory prin- 
ciple, he said, does not require a regula- 
tory agency to saddle the public with the 
burden of a utility’s inefficiency or obso- 
lete operating methods. Re Western Un- 
ion Telegraph Co. (Docket No. 7445). 


e 


Pipe Line to Transport Oil Well Gas Authorized 


Cla and operation of inter- 
connected natural gas pipe lines 
from the Texas Panhandle to southern 
California, to meet a developing shortage 
in local gas supply for southern Califor- 
nia consumers, was authorized by the 
Federal Power Commission. This inte- 
grated pipe-line project was planned for 
three progressive stages of operation, 
with gas delivery to begin by June 1, 
1947, and to continue for thirty years, 
with the local companies agreeing to take 
gas at an annual load factor of 91 per 
cent or higher. 

The commission observed that this case 
was distinguishable from others which 
had been considered by it involving mid- 
western and eastern natural gas pipe-line 
companies in that the applicant, by means 
of its proposed pipe-line project, planned 
to utilize, as its major source of supply, 
oil well gas which otherwise would be 
wasted. 

Moreover, the record showed that 
no other natural gas pipe-line com- 
pany proposed to utilize such gas or to 
serve the proposed market. It was noted 
that the proposed project would serve 
only one market of any consequence in 
contiguous areas of southern California 
and lacked the sometimes conflicting in- 
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terests present in major certificate pro- 
ceedings before the commission. The 
commission said that this utilization of 
wasted natural gas for beneficial public 
use fostered a sound policy of conserva- 
tion. . 

It was found that the applicants pos- 
sess sufficient financial resources with 
which to construct the proposed facilities 
to render the planned service and that the 
over-all project could be financed on a 
reasonable basis consistent with the pub- 
lic interest. 

In conclusion the commission said : 

The evidence shows that the prospects for 
discovering within California the necessary 
large volumes of gas which must be made 
available to the California applicants with- 
in the next few years are not encouraging. 
The California applicants are confronted, 
therefore, with a rapidly declining supply of 
local gas and an increasing customer de- 
mand for gas. The record shows market re- 
quirements in the near future for the pro- 
posed 305,000 mcr of gas per day from Texas 
and New Mexico to supplement the available 
California supply of gas. 

The gas contract between El Paso and 
the California applicants contains the firm 
commitments supported by such evidence, for 
the three progressive stages of deliveries, 

with the ultimate stage becoming effective 
upon the exercise of an option by the Cali- 
fornia applicants. The president of the Cali- 
fornia applicants testified that his companies 
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will need the 305,000 mcr daily from El Paso, 
and that he intends to exercise that option. 
It is proper for utilities such as applicants 
to make provision for adequate service in ac- 
cordance with definite market demands for 


the reasonably foreseeable future. 


Re El Paso Nat. Gas Co. et al. (Docket 
Nos. G-655, G-675, Opinion No. 134). 


7 


Race Segregation on Busses Imposes Burden 
On Interstate Commerce 


TATE legislation in the absence of ac- 
tion by Congress is invalid if it un- 
duly burdens interstate commerce in mat- 
ters where uniformity is necessary. A 
state may not interpose its local regula- 
tion where uniformity is essential for the 
functioning of commerce. On these basic 
rulings the Supreme Court held invalid 
a Virginia statute requiring segregation 
of whites and Negroes riding on inter- 
state busses. 

The Virginia law requires passenger 
motor vehicle carriers, both interstate and 
intrastate, to separate the races so that 
contiguous seats will not be occupied by 
persons of different races at the same 
time. 

Under the law an interstate pas- 
senger must, if necessary, repeatedly 
shift seats, while moving in Virginia, to 
meet the seating requirements of the 


changing passenger group. On arrival at 
the District of Columbia line the passen- 
ger would have freedom to occupy any 
available seat. On large busses on an in- 
terstate journey, said the court, enforce- 
ment of these requirements for reseating 
would be disturbing. 

To appraise the weight of the burden of 
the Virginia statute on interstate com- 
merce, related statutes of other states 
were said to be important ts show wheth- 
er there are cumulative effects which may 
make local regulation impracticable. The 
court referred to various statutes pro- 
hibiting racial separation or requiring 
separation. It seemed clear to the court 
that seating arrangements for the differ- 
ent races in interstate motor travel re- 
quired a single uniform rule to promote 
and protect national travel. Morgan v. 
Commonwealth of Virginia. 


2 


Exportation of Gas to Mexico Conditionally Authorized 


HE Federal Power Commission au- 

thorized a local corporation to ex- 
port natural gas to Mexico where there 
was an increasing need for natural gas 
in Mexico above that which could pres- 
ently be supplied by Mexican companies 
through existing facilities. Industries had 
had to curtail operations because of the 
shortage of available supplies. It was fur- 
ther shown that natural gas of sufficient 
volume would not be available within the 
reasonably near future to serve the in- 
dustries involved. 

The Mexican government had author- 
ized a Mexican corporation to serve the 
area for which the gas was intended. The 
commission assumed that the Mexican 
government would not have issued the 
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permit if to have done so would have 
seriously retarded further development 
and utilization of available Mexican gas. 

The Texas commission argued that in- 
dustries of Texas should have first call 
on the closest sources of supply of nat- 
ural gas, that the natural gas reserves in 
Mexico should be fully developed and 
utilized and not held pending depletion 
of reserves in Texas, and that it was the 
duty of Mexico to explore and develop 
its own reserves. The evidence disclosed, 
however, that there were sufficient nat- 
ural gas reserves in Texas to meet the 
presently known needs of the state’s in- 
dustries. 

The authorization was limited by the 
following conditions : 
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That the exportation be made in accord- 
ance with terms of the contract between Rey- 
nosa and Gas Industrial as submitted except 
as hereinafter specified ; that the exportation 
be confined to natural gas produced in the 
La Blanca, North Weslaco, and South Wes- 
laco fields; that the exportation shall be 
made only in such quantities as, when added 
to the quantities of gas that may be received 
from Mexican sources of gas supply under 
its permit, will enable Gas Industrial to meet 
market requirements not exceeding 50,000 
MCF per day, and in no event shall deliveries 
by Reynosa to Gas Industrial exceed 50,000 
mMcF per day; that the authorization hereby 
granted shall not constitute ground or justi- 
fication for any refusal by applicant to trans- 
port or sell natural gas to any person or 
municipality at any time during the term 
hereof, for consumption in the United States 
by such person or municipality, it being the 
intent of this authorization that, at all times, 
persons and municipalities in the United 
States are to receive preferential service over 
that to Gas Industrial. 


The commission further held that ex- 
port authorization under § 3 of the Nat- 
ural Gas Act should be further limited by 


requiring the applicant, as a condition 
precedent, to obtain a certificate of pub- 
lic convenience and necessity pursuant to 
§ 7(c) of the act authorizing the con- 
struction and operation of the pipe line 
from the Texas fields to the Mexican 
border. 

The provisions of the Natural Gas Act 
and its legislative history, as well as deci- 
sions of the United States Supreme Court 
involving analogous provisions of the In- 
terstate Commerce Act, were deemed to 
compel the conclusion that a company 
which proposes to construct and operate, 
within the boundaries of a single state, 
facilities for the transportation of nat- 
ural gas for consumption in a foreign 
country, is subject to the provisions of § 
7(c). The commission interpreted the 
term “interstate commerce,” as used in 
the Natural Gas Act, as embracing “for- 
eign commerce.” Re Reynosa Pipe Line 
a (Docket No. G-595, Opinion No. 
135). 


7 


Cooperative Permitted to Extend Service 


A electric utility’s effort to restrain an 
electric power co-op from erecting 
poles and wires necessary to render serv- 
ice to a creamery co-op was rejected by 
the supreme court of Minnesota, princi- 
pally on the ground that the utility did 
not possess an exclusive franchise to 
serve the area. 

The court opined that the village which 
gave the utility its franchise, having with- 
held any exclusive privilege, could legally 
commence operating its own power sys- 


tem or authorize any other party to do so 
without perpetrating or allowing any in- 
vasion of the prior exclusive right. 

The laches of the utility in prosecuting 
its suit was scored by the court, which de- 
scribed the utility’s inactivity in letting 
a cause of action “hang fire” for approxi- 
mately three years as an inexcusable lack 
of diligence and ground for dismissal. 
General Minnesota Utilities Co. v. Carl- 
ton County Codperative Power Asso. 22 
NW2d 673. 


eS 
Telephone Exchange Boundaries 


HE California commission, in dis- 

missing a petition for enlargement 
of a telephone exchange area to include a 
portion of the exchange area of a second 
telephone company, declared that, in es- 
tablishing limits of a given telephone ex- 
change area, it has always endeavored to 
fix the boundaries so as to best serve the 
majority of those using telephone service. 
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It has frowned upon the reéstablishment 
of exchange boundaries unless it ap- 
peared that by this means only could sat- 
isfactory service be afforded the greatest 
number of telephone subscribers at rea- 
sonable cost. 

It further held that when there was in- 
volved a proposed readjustment of the 
established service areas of two separate 
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telephone corporations, it could not prop- 
erly direct one or the other company, 
without its consent, to cease furnishing 
telephone service within a given area un- 


2 


less the legal authority for such action 
clearly appeared. Michel v. Pacific 
Teleph. & Teleg. Co. et al. (Decision No, 
38787, Case No. 4790). 


Commission Upheld on ‘‘Grandfather’’ Application 


MOTOR carrier’s complaint against 

the Interstate Commerce Commis- 
sion’s action on its application for a cer- 
tificate of convenience and necessity un- 
der the “grandfather” clause was dis- 
missed by the United States District 
Court for New Jersey. 

The district court approved the com- 
mission’s rulings that evidence of public 
need for a carrier’s service is not relevant 
in a “grandfather” application and that 
the prior operations which are essential to 


eligibility under the “grandfather” clause 
must be actual and bona fide operations 
rather than potential or simulated service. 

An attempt by the radial carrier to ex- 
tend its field of operation beyond its au- 
thorized area by transferring shipments 
at the base office was disapproved by the 
court on the ground that the fiction of a 
carrier interchanging a shipment with it- 
self has not received commission recog- 
nition. Garford Trucking, Inc. v. United 
States et al. 64 F Supp 780. 


e 


Other Important Rulings 


HE Securities and Exchange Com- 

mission held that it did not have 
power to determine whether certain prop- 
erties constitute an integrated public util- 
ity system, in the absence of a proceed- 
ing to apply the standards of § 11(b) (1) 
of the Holding Company Act to a specific 
existing system or proposed transaction 
sought to be tested by the integration 
standard. Re North American Co. et al. 
(File Nos. 59-10, 59-39, 54-50, 54-28, 
Release No. 6692.) 


On determining that rapid transit rates 
were confiscatory the supreme court of 
Illinois granted a writ of mandamus to 
compel the entering of its decree enjoin- 
ing their enforcement and ruled that the 
commission should immediately increase 
rates to check confiscation by providing 
an income return sufficient to meet op- 
erating expenses. People ex rel. Sprague 
et al. v. Finnegan, 66 NE2d 690. 


The circuit court of appeals heid that 
where a dispute existed between two 50 
per cent stockholders of an air carrier as 


to extension of the carrier’s route, and 
the stockholder in favor of such extension 
filed a petition with the Civil Aeronautics 
Board seeking the authorization of the 
extension and a second petition raising 
questions of corporate management and 
control of the carrier, the board, in a pro- 
ceeding instituted on its own motion to 
determine whether the certificate should 
be altered, had the power to determine 
which stockholder should speak for the 
carrier, whether the carrier should be 
treated as applying for the extension of 
its services, and whether public conven- 
ience and necessity required such exten- 
sion. W. R. Grace & Co. v. Civil Aero- 
nautics Board et al. 154 F2d 271. 


The Indiana commission decided that 
a motor carrier whose intrastate opera- 
tion over interstate routes had been de- 
clared illegal must prove originally the 
public convenience and necessity of a pro- 
posed operation between the same points 
over intrastate routes in order to merit 
a certificate. Re Motor Freight Corp. 
(No. 521-A, 6). 


Nore.—The cases above referred to, where decided by courts or regulatory commissions, 
will be published in full or abstracted in Public Utilities Reports. 
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NEW JERSEY BOARD OF PUBLIC UTILITY COMMISSIONERS 


Re Public Service Electric & Gas 
Company et al. 


May 13, 1946 


ETITION by Office of Price Administration, as intervener, for 
suspension of proposed increases in gas rates; granted in part 
and denied in part. 


Rates, § 649 — Notice of increase — Office of Price Administration. 
1. A notice to the Office of Price Administration, dated and given more than 
thirty days before the effective date of a filed tariff increasing rates, meets 
the legal requirement of the Emergency Price Control Act that no public 
utility shall “make” any general increase in rates without a 30-day notice, 
since the word “make” as contained in the law means “make effective in 
fact,” p. 3. 


Rates, § 248 — Suspension — Request by Office of Price Administration — Time- 
ly intervention. 
2. An increased rate schedule should not be suspended, on petition by the 
Office of Price Administration filed only three days before the effective date 
of the schedule, when it appears that the Office of Price Administration for 
several months had available reports indicating a justification for the new 
tariffs, p. 3. 


Rates, § 83 — Power of Board — Suspension. 
3. The Board has no power to suspend new rate schedules after they have 
been filed and become effective as the lawful rates, p. 3. 

Rates, § 647 — Tardy petition for suspension — Acceptance as complaint. 


4. A petition of the Office of Price Administration for suspension of newly 
filed rate increases, received too late to justify suspension, was treated as 
a complaint against the rates, p. 3. 
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Rates, § 185 — Reasonableness — Burden of proof. 


5. The burden of proof as to the unreasonableness of increased rates, which 
have gone into effect as the lawful rates, rests upon the Office of Price Ad- 
ministration when it complains against them, p. 3. 


Rates, § 181.1 — Reasonableness — Inflation during war period. 


6. Public utilities within the jurisdiction of the Board are bound by Federal 
laws designed to prevent inflation during a war period, and the Board 
should give consideration to the Federal policy in determining the justness 
and reasonableness of proposed increases, p. 4. 


Rates, § 186 — Reasonableness — Burden of proof. 


7. The burden of proof to show that a proposed increase in rates is just 
and reasonable rests upon public utility companies when the rates are sus- 
pended, p. 5. 


a 


APPEARANCES: Howard R. Booth, 
Utilities Counsel, by Howard S. Gutt- 
man, for Paul A. Porter, Administra- 
tor OPA and on behalf of Chester 
Bowles, Economic Stabilization Di- 
rector; Wendell J. Wright, for Public 
Service Electric and Gas Company. 


By the Boarp: This application 
results from the filing of tariffs 
which involve increases in certain 
blocks of the Wholesale Gas Service 
Rate (WSG), the Residental Service 
Rate (RSG), and the Building Heat- 
ing and Cooling Service Rate (HSG) 
of Public Service Electric and Gas 


PREVIOUS TARIFFS 
Rate RSG, Residential Service 


Minimum including the first .. 
11.0¢ per C cu. ft. for the next .... 
9.5¢ per C cu. ft for the next .... 
6.5¢ per C cu. ft. for the next .... 
5.0¢ per C cu. ft. for the excess 

Rate HSG, Building Heating and 
Cooling Service 
6¢ per C cu. ft. 
Minimum Charge: 
$50.00 for each annual period 
Rate WSG, Wholesale Gas Service 


cu. ft. 


$100.00 Minimum including the first 100,000 
200,000 


5.0¢ per C cu. ft. for the next 
4.5¢ per C cu. ft. for the next 
3.5¢ per C cu. ft. for the next 
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Company, Atlantic City Gas Com- 
pany, County Gas Company, and 
Peoples Gas Company (hereinafter 
referred to as the Companies or util- 
ities). These tariffs were formally 
presented to the Board and were ac- 
cepted for filing, subject to the com- 
plaint of any interested party, at a 
meeting held on January 22, 1946. 
Such acceptance by the Board was 
made after investigation and report 
by the staff and consideration thereof 
and statements made by the Com- 
panies. The new tariffs and the pre- 
vious ones, shown for the purpose of 
comparison, are as follows: 


NEW TARIFFS 
Rate RSG, Residential Service 


$1.00 Minimum including the first .. 
11.0¢ per C cu. ft. for the next .... 
9.5¢ per C cu. ft for the next .... 
7.5¢ per C cu. ft. for the next .... 
6.0¢ per C cu. ft. for the excess 
Rate HSG, Building Heating and 
Cooling Service 
7¢ per C cu. ft. 
Minimum Charge: 
$50.00 for each annual period 
Rate WSG, Wholesale Gas Service 
cu. ft. 


100.00 Minimum including the first 100,000 
O¢ per C cu. ft. for the next 200,000 


$ 
Si 
4.5¢ per C cu. ft. in excess of 





RE PUBLIC SERVICE ELECTRIC & GAS CO. 


[1] This matter is now before the 
Board by reason of an application filed 
February 26, 1946, on the part of the 
Administrator of the Office of Price 
Administration and on behalf of the 
Economic Stabilization Director 
(hereinafter referred to as OPA). 
The objective of OPA is to prevent 
any increase in rates for the purpose 
of fighting inflation and therefore the 
Emergency Price Control Act of 1942 
(56 Stat 23, Chap 26) and the act of 
October 2, 1942 (56 Stat 765, Chap 
578) are involved in this proceeding. 

The prayer of the OPA petition 
states : 

“Wherefore, in view of your peti- 
tioner’s interest in the subject matter 
as aforesaid, he respectively requests 
that your Honorable Board, pursuant 
to the provisions of the statute in such 
cases duly made and provided, sus- 
pend the increased rates set forth in 
the above enumerated schedules and 
order a hearing thereon, and permit 
your petitioner to intervene as a party 
to such proceedings in opposition to 
the increases proposed in said sched- 
ules.” 

On April 2, 1946, the matter was 
heard and thereafter briefs were sub- 
mitted. 

OPA has raised a question in the 
brief regarding the notices given by 
the Companies in obedience to the 
laws cited supra. It is claimed that 
these notices did not meet the require- 
ments. The applicable section of the 
act provides: 

“That no common carrier or other 
public utility shall make any general 
increase in its rates or charges which 
were in effect on September 15, 1942, 
unless it first gives thirty days’ notice 
to the President, or such agency as he 


may designate, and consents to the 
timely intervention by such agency 
before the Federal, state, or municipal 
authority having jurisdiction to con- 
sider such increase.” 

The record discloses that the util- 
ities gave their notices dated January 
22, 1946, on January 23, 1946, and 
the first effective date of any proposed 
tariff was March 1, 1946. The ques- 
tion of the legal sufficiency of the no- 
tice required by the statute must rest 
for final decision with the courts of 
competent jurisdiction. However, we 
must, in determining whether a pro- 
posed increase can go into effect, find 
administratively that the statutory 
conditions preceding notice have been 
complied with. For our purposes we 
find that the notices did meet legal 
requirements. We construe the word 
“make” as contained in that law to 
mean “make effective in fact.” On 
this basis OPA was given thirty days’ 
notice prior to the making of any gen- 
eral increase in rates. 

[2-5] Giving consideration to the 
general purpose of the application, 
our attention is first drawn to the rate 
known as Wholesale Gas Service Rate 
(WSG) which was scheduled to be- 
come effective and did become effec- 
tive with meter readings after March 
1, 1946. In this connection it should 
again be noted that although OPA 
was formally notified on January 23, 
1946, it did not file the petition with 
this Board until February 26, 1946, 
leaving a period of only two days in- 
tervening between the filing date and 
the effective date of Rate WSG. 
While it is not entirely clear what was 
meant in the law hereinbefore cited 
by the words “timely intervention,” 
we feel that the request to suspend on 
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such short notice was unreasonable. 
The Board feels that the request for 
suspension was not justified in view 
of the fact that prior to October 30, 
1945, the Companies advised this 
Board of their intention to file the 
new tariffs in question and subse- 
quently the staff of this Board inves- 
tigated the matter and reported their 
findings in three reports dated Octo- 
ber 30, 1945, January 3, 1946, and 
January 21, 1946. These reports, 
which are a part of the record, indicate 
a justification for the new tariffs. 
These reports were made available 
to OPA by this Board. The Board, 
therefore, not having sufficient reason 
before it prior to March 1, 1946, to 
suspend the effective date of the WSG 
rate tariff, but having previously 
considered the staff reports and a 
presentation of the facts, gave tacit 


approval of the same as being just and 


reasonable. These WSG rates are 
now in effect as the lawful rates. As 
to them the Board has no power of 
suspension. The petition of OPA in 
so far as it relates to these rates will 
be accepted as a complaint if OPA 
desires. The burden of proof as to 
the unreasonableness of these rates 
will rest upon OPA. 

With respect to the WSG rates, the 
Residential Service Rate (RSG), 
and the Building Heating and Cooling 
Service Rates (HSG), the applicant 
presented certain testimony through 
Dr. Lawrence S. Knappen at the hear- 
ing on April 2, 1946. For reasons 
which will appear hereafter, the 
weight of Dr. Knappen’s testimony 
and the other proofs by exhibits of- 
fered by OPA are not being conclu- 
sively considered in a determination 
of this particular proceeding. 
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[6] It should be indicated now that 
until such time as the Federal laws 
may be changed, we recognize that all 
public utilities within the jurisdiction 
of this Board are bound by the present 
pronouncements of law, and that this 
Board should give consideration to 
the Federal policy in determining the 
justice and reasonableness of the pro- 
posed increases. See Interstate Com- 
merce Commission v. Jersey City, 
(1944) 322 US 503, 88 L ed 1420, 
53 PUR(NS) 257, 268, 64 S Ct 
1129; Vinson v. Washington Gas 
Light Co. (1944) 321 US 489, 88 
L ed 883, 52 PUR(NS) 257, 64S Ct 
731. The policy of this Board enun- 
ciated on September 16, 1942, as 
amended November 18, 1942, recog- 
nized, among other things, “the na- 
tional effort to avoid inflation by 
increases in the costs of essential liv- 
ing expenses.” This policy has not 
been rescinded. How long, however, 
the Federal government can expect 
the state regulatory agencies to hold 
the line which has been so badly 
broken elsewhere is difficult to per- 
ceive. Dr. Knappen testified that the 
general index of prices (being 198 in 
number) have risen about 33 per cent, 
whereas increases in utility rates have 
risen but 2 per cent. The OPA wit- 
ness also said that to permit increases 
in rates would promote efforts to 
counterbalance such increases. The 
only difficulty we find with that state- 
ment is that it comes too late. The 
line has already been unbalanced and 
the counterbalancing action is now on 
with respect to increases in rates 
sought by the utilities. 

Be that as it may, Dr. Knappen’s 
testimony stands alone, subject only 
to such matters as were raised by 
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cross-examination, and the applicant 
seeks a full opportunity to be heard. 
Counsel for OPA represents that 
there are other witnesses to be pro- 
duced and further exhibits to be of- 
fered. Whatever these proofs may 
show, and in order that this Board 
may give full weight to the subject 
matter of such proofs, opportunity 
should be given for presentation and 
hearing. 

[7] The RSG and HSG rates are 
scheduled to become effective June 1, 
1946. Therefore, an order suspend- 
ing the effective date of these rates 
will be entered. With respect to 
these rates, the burden of proof to 
show that the increase proposed is 
just and reasonable rests upon the 
Companies. 

A date for hearing will be set as 
to the suspended rates. Hearing on the 
complaint against the unsuspended 
RSG rates will be set and consolidat- 


ed with the hearing on the suspended 
rates if OPA determines to have its 
petition as it relates to these WSG 
rates treated as a complaint. The 
OPA is required to formally, in writ- 
ing, notify this Board and the Com- 
panies within five days from the date 
of the receipt of a copy hereof if it de- 
termines to have its petition as it 
relates to WSG rates treated as a com- 
plaint and to assume the burden of a 
complainant. 

The proofs offered on this applica- 
tion will be taken as part of the proofs 
on the hearing hereby provided to be 
set. The order of presenting proofs 
shall be agreed upon by the parties 
before hearing or, in the absence of 
such agreement, will be prescribed by 
the Board at the hearing. 

Let an order be entered embracing 
these findings, including the order of 
suspension as herein provided, fixing 
a time and place for hearing, on no- 
tice. 





WISCONSIN PUBLIC SERVICE COMMISSION 


Re Great Lakes Pipe Line Company 


DR-6 
May 16, 1946 


| perro by pipe-line company for declaratory ruling on appli- 
cabilsty of state utility law to proposed operations; state utility 
law held not to be applicable. 
Commissions, § 36 — Jurisdiction — Pipe-line carrier. 
1. A corporation constructing and operating a pipe line upon a private right 


of way for transportation of petroleum products as a common carrier is 
not subject to the jurisdiction of the Commission, p. 7. 


Certificates of convenience and necessity, § 48 — When required — Pipe-line 


construction. 


2. A corporation is not required to seek and obtain a certificate from the 
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Commission authorizing it to construct a pipe line upon a private right of 
way and to transport petroleum products through the pipe line as a common 


carrier, p. 7. 


Public utilities, § 105 — Status of pipe-line company. 
3. A corporation constructing a pipe line on a private right of way and 
engaging in the business of transporting petroleum products as a common 
carrier is not a public utility as defined in § 196.01, Wisconsin Statutes, 


p. 7 


By THE Commission: On March 
9, 1946, Great Lakes Pipe Line Com- 
pany filed with this Commission its 
petition asking for a declaratory rul- 
ing by the Commission upon the 
question of whether petitioner, before 
lawfully engaging in the business of 
transporting certain petroleum prod- 
ucts by means of a pipe line from 
points in Oklahoma to points in Wis- 
consin in interstate commerce, was re- 
quired to seek and obtain a certificate 
from the Public Service Commission 
of Wisconsin authorizing it to trans- 
act such transportation business or to 
construct facilities therefor, as pro- 
posed. 

The matter was set for public hear- 
ing; and public hearing was held at 
the offices of the Commission in Madi- 
son, Wisconsin, on April 26, 1946, be- 
fore Commisioner W. F. Whitney. 


APPEARANCES: Aberg, Bell, Blake 
& Conrad, Attorneys, by Glen H. Bell, 
Madison, and R. S. Spencer, super- 
intendent, service division of the 
Great Lakes Pipe Line Company, 
Kansas City, Missouri, for Great 
Lakes Pipe Line Company; Wiscon- 
sin Railroad Association, by Walter 
T. Nortman, Milwaukee, Brother- 
hood of Firemen and Enginemen, by 
W. R. McCabe, Superior, Brother- 
hood of Locomotive Engineers, by R. 
H. Cowan, Adams, Brotherhood of 
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Railroad Trainmen, by H. R. John- 
son, Wausau, Wisconsin Coal Bureau, 
by W. F. Ehmann, Milwaukee, Petro- 
leum Transport, Inc., by J. T. Mur- 
phy, Madison, as their interests may 
appear; George P. Steinmetz, Chief, 
Engineering Department, of _ the 
Commission’s staff. 


Opinion 
Testimony was introduced show- 
ing in considerable detail the proposed 


construction and operation of facili- 


ties by the petitioner. No definite lo- 
cation of any proposed pipe line nor 
any definite terminus thereof in Wis- 
consin has as yet been decided upon 
by petitioner. The pipe line would 
probably connect with an existing pipe 
line of the petitioner, which starts in 
Oklahoma and proceeds in various 
directions and by various branches to 
points in Kansas, Iowa, Minnesota, 
and Illinois. A branch or branches 
from one or more of these lines is 
proposed as being a possible exten- 
sion of the facilities of petitioner into 
Wisconsin. 

All of petitioner’s pipe lines are op- 
erated for the transportation of petro- 
leum products, principally gasoline, 
from point of origin to point of des- 
tination. Petitioner maintains ter- 
minal facilities at the various destina- 
tion points where the gasoline or 
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other products are transferred either 
to storage tanks or into tank cars or 
tank trucks. 

Petitioner does not own any of the 
gasoline which it thus transports, and 
acts merely as a common carrier 
thereof. It is subject to the jurisdic- 
tion of the Interstate Commerce Com- 
mission, and both its rates and ac- 
counting practices are regulated by 
that Commission. 

The cost of constructing a 6-inch 
pipe line, which is probably the size 
of pipe line that would be built in 
Wisconsin, is not less than $6,000 per 
mile. It would be built upon a pri- 
vate right of way which petitioner 
would obtain by private negotiation 
with the owners of the real estate in- 
volved except in so far as it might be 
necessary to cross highways or rail- 
roads. 

It appears that there may be a ne- 
cessity for segregating the shipments 
of individual shippers which are con- 
signed to petitioner, and that petition- 
er has or will install facilities neces- 
sary for the segregation of shipments 
thus required. 

[1-3] The question presented by 
the petition for declaratory ruling 
is whether the petitioner, as the own- 
er and operator of a proposed pipe 
line in Wisconsin, would, as such, be 
subject to the jurisdiction of this 
Commission and, if so, would require 
a certificate from this Commission 
authorizing it to transact its business 
and to construct its facilities before 
lawfully undertaking to do so. 


As has been said many times be- 
fore, the jurisdiction and authority of 
this Commission must be found with- 
in the four corners of the legislative 
enactments which create this Com- 


mission and prescribe its functions 
and powers. We have examined 
those statutes very carefully, and it 
seems clear that if petitioner should 
do what it proposes to do in the way 
of constructing and operating a pipe 
line in the state of Wisconsin, it 
would not be subject to any jurisdic- 
tion of this Commission. 

Unquestionably, petitioner would 
be a transportation agency engaged 
in the business of transporting prop- 
erty to or for the public and for com- 
pensation, but we can find no stat- 
ute of this state which gives to this 
Commission a broad or blanket au- 
thority over all transportation agen- 
cies. The original authority of the 
Commission in that respect covered 
persons or corporations which were 
defined as railroads; but we do not 
see how the definition of the term 
“railroad” as set forth in § 195.02, 
Statutes, can be construed so as to in- 
clude within its meaning any person 
or corporation engaged in the business 
of transporting property by means of 
a pipe line. The Commission is also 
given jurisdiction over street rail- 
ways, but obviously petitioner would 
not be a street railway. It is just as 
obvious that petitioner is not a mo- 
tor carrier. 

We think the only transportation 
agencies over which this Commission 
can be said to have any jurisdiction 
are railroads, street railways, and mo- 
tor carriers, as defined in Chaps 195, 
193, and 194, Statutes. 


Likewise, there is no statute which 
requires any one proposing to con- 
struct and operate a pipe line to ob- 
tain any certificate of authority, such 
as is required of railroads or motor 
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carriers under said Chapters 194 and 
195. 

It seems just as clear that if the 
petitioner should do what it proposes 
to do it would not be a public utility, 
as defined in § 196.01, Wisconsin 
Statutes; and that in consequence a 
certificate authorizing the transaction 
of business or construction of prop- 
erty, as provided in § 196.49, Stat- 
utes, is not required by law. 


Ruling 

The Commission therefore rules; 

That the construction and opera- 
tion of a pipe line and associated 
facilities, as described in the petition 
and evidence herein, does not require 
the consent and approval or authority 
of the Public Service Commission of 
Wisconsin, and that a certificate of 
authority of this Commission is not 
required for the lawful construction 
and operation of such pipe line and 
facilities. 





WISCONSIN PUBLIC SERVICE COMMISSION 


Re City of Milwaukee 


2-U-2102 
March 4, 1946; rehearing denied March 29, 1946 


greenspace of municipality's refusal, as water utility, to 
serve certain property; service extension ordered. 


Service, § 126 — Duty to serve — Municipal plant. 
1. A city operating as a public utility in a given area is bound to render 
service under reasonable terms and conditions within the area of its holding- 


out without discrimination, p. 9. 


Service, § 126 — Duty to serve — Scope of duty to serve — E-traterritorial 


service. 


2. A house located outside of a city on property adjacent to a boundary 
line street in which a water main is laid comes within the scope of the city’s 
undertaking as a public utility and is, therefore, entitled to service, not- 
withstanding a city resolution prohibiting the municipal plant from extend- 
ing service to property outside the city limits except where the city is al- 
ready obligated to serve, the city being obligated to serve this property prior 


to such resolution, p. 9. 


By the Commission: On October 
22, 1945, Mrs. Johanna Gnauck filed 
an informal complaint to the effect 
that she has been unable to obtain wa- 
ter service from the city of Milwau- 
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kee, as a water public utility. After 
some correspondence with the city, the 
Commission on November 19, 1945, 
instituted this proceeding on its own 
motion upon the question as to wheth- 
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er the city of Milwaukee, as a water 
public utility, should be required to 
extend water services to the premises 
of Mrs. Gnauck at 3804 West Silver 
Spring drive in the town of Granville, 
Milwaukee county. 


APPEARANCES: Mrs. Johanna 
Gnauck, on her own behalf, Milwau- 
kee; Joseph L. Bednarek, Attorney, 
Milwaukee, for city of Milwaukee, in 
opposition. 

As Their Interests May Appear: 
Mrs. Ervin Lange, Milwaukee; James 
L. Lippert, Attorney, Milwaukee, for 
Mrs. Kiesow; J. M. Rider, Attorney, 
Chicago, Hlinois, for U. S. Govern- 
ment War Department, Corps of En- 
gineers,. Real Estate Division; Henry 
J. O'Leary, Rates and Research De- 
partment, of the Commission staff. 


The testimony shows that Mrs. 
Gnauck owns property which fronts 
on West Silver Spring drive and 
which extends for a depth of 345 feet 
adjacent to North 38th street ex- 
tended, a street not being improved at 
this point. The north end of her 
garage is located 160 feet from the 
center of Silver Spring drive. This 
garage adjoins the home. The city of 
Milwaukee, as a water public utility, 
maintains a water main at approxi- 
mately the center of West Silver 
Spring drive in front of Mrs. Gnauck’s 
premises. The center line of West 
Silver Spring drive at this point is 
the north city limits line, dividing the 
city of Milwaukee and the town of 
Granville. The superintendent of the 
city water utility testified “it has been 
the practice that where a consumer 
living outside of the city on such 
boundary line street was granted wa- 
ter service, it was only if the property 


MILWAUKEE 


were within 160 feet from the center 
line of the boundary line street.” 
When water service is extended from 
a boundary line street to premises ad- 
jacent thereto, a payment is required 
corresponding to what the special 
assessment would be if the property 
were within the city. The policy 
above described was followed until 
April 19, 1943, when the common 
council of the city of Milwaukee adopt- 
ed the following resolution: 

“Resolved, by the common council 
of the city of Milwaukee, that the 
commissioner of public works is here- 
by instructed to refuse, for the dura- 
tion of the present war emergency, to 
permit any connection to be made 
with the Milwaukee Water Works dis- 
tribution system for the purpose of 
obtaining water from the Milwaukee 
Water Works for use on property not 
within the city limits of the city of 
Milwaukee, except in such cases where 
the city is already obligated to serve, 
unless authorized by a special resolu- 
tion of the common council adopted 
upon recommendation of the commis- 
sioner of public works.” 


Since that resolution was adopted, 
no extension of water service beyond 


the city limits has been made. There 
are several residents of the town of 
Granville, whose property is adjacent 
to West Silver Spring route in the 
general vicinity of Mrs. Gnauck’s 
residence, who are now receiving wa- 
ter service from the city of Milwaukee. 

[1, 2] The city contends that under 
the holding of the supreme court in 
Milwaukee v. Public Service Com- 
mission (1942) 241 Wis 249, 46 
PUR(NS) 287, 5 NW2d 800, the 
city as a public water utility is under 
no obligation to render service to the 
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premises of Mrs. Gnauck and that the 
Public Service Commission is without 
jurisdiction to require it to render 
service there. However, a reading of 
that decision in connection with the 
subsequent decision of the supreme 
court in Northern States Power Co. 
v. Public Service Commission (1944) 
246 Wis 215, 58 PUR(NS) 377, 16 
NW2d 790, does not justify this con- 
tention. Where the city of Milwau- 
kee has voluntarily entered the field 
as a public utility in a given area, it is 
bound to render public utility service, 
under reasonable terms and condi- 
tions, within the area of its holding- 
out without discrimination. The city 


of Milwaukee, as a water public util- 
ity, has voluntarily adopted the policy 
of rendering service to houses outside 
of the city on property adjacent to a 
boundary line street in which a water 


main is laid. The applicant’s property 
appears to be within the scope of this 
undertaking, and Mrs. Gnauck is, 
therefore, entitled to service. The 
resolution of the common council of 
April 19, 1943, above quoted, does not 
forbid the extension of service in 
cases where the city is already obli- 


gated to serve, and therefore does not 
conflict with the duty of the city, as a 
public utility, to serve this customer. 


Findings of Fact 


The Commission finds: 

1. That the premises of Mrs, 
Johanna Gnauck at 3804 West Silver 
Spring drive in the town of Granville 
are within an area within which the 
city of Milwaukee, as a public water 
utility, has undertaken to furnish serv- 
ice as such utility. 

2. That the requirements of rea- 
sonably adequate service require the 
extension of water service to Mrs. 
Gnauck’s premises. 

3. That the refusal to render serv- 
ice to said premises would be unjustly 
discriminatory. 


Conclusions of Law 


The Commission concludes : 

1. That an order should be entered 
requiring the city of Milwaukee, as a 
public water utility, to extend its wa- 
ter services to the premises of Mrs. 
Johanna Gnauck. 
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MONDAKOTA GAS CO. v. MONTANA-DAKOTA UTILITIES CO. 


FEDERAL POWER COMMISSION 


Mondakota Gas Company (Successor to 
Mondakota Development Company) 


v. 


Montana-Dakota Utilities Company 


Docket No. G-220 


Re Montana-Dakota Utilities Company 


Docket No. G—402 
Opinion No. 132 
March 22, 1946 


Co and investigation with respect to rates and 


charges for common carrier transportation of natural gas in 
interstate commerce; rates prescribed. Rehearing granted as to 
matters involved and issues arising out of claimed changes in 
costs of operation and maintenance and changed operating condi- 
tions which Montana-Dakota alleged had taken place since May 
24, 1944, the date of conclusion of the hearing (May 17, 1946). 


Rates, § 238 — Duty to file — Natural gas pipe line. 

1. The statutory obligation to maintain and operate pipe lines as a common 
carrier, assumed by a corporation when it obtained necessary right-of-way 
permits under the Leasing Act of 1920, as amended (41 Stat 437; 30 
USCA, §§ 185, 221, 223, 226), and thereafter constructed such lines pur- 
suant thereto, requires the corporation to establish and publish reasonable 
and nondiscriminatory transportation rates, and in so far as such rates 
apply to the interstate transportation of natural gas they must be filed 
with the Federal Power Commission pursuant to § 4 of the Natural Gas 
Act, 15 USCA § 717c, p. 14. 


§ 641 — Party to file complaint — Company proposing to operate — Gas 
transportation. 

2. A company which owns, or has operated, leases and gas producing wells 
and has potential customers to purchase its gas if and when deliveries at 
reasonable transportation rates can be made through a common carrier pipe 
line, is a party authorized by § 5 of the Natural Gas Act, 15 USCA § 7174, 
to file complaints respecting charges demanded by a natural gas mage | 
for transportation of gas, although it does not now distribute gas, p. 17. 
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Rates, § 235 — Duty to establish — Potential customer. 
3. A common carrier of natural gas by pipe line has no right to demand 
that a gas company, which is a potential customer, actually tender gas for 
transportation before the carrier fixes and establishes a rate, p. 17. 


, § 235 — Establishment for prospective customer — Customer's lack of 
operating certificate — Natural gas. 

4. A company having potential customers to purchase its gas if and when 
deliveries at reasonable transportation rates can be made through a common 
carrier pipe line need not comply with § 7(c) of the Natural Gas Act, 15 
USCA § 717f(c), and obtain a certificate of public convenience and ne- 
cessity before the reasonableness of pipe-line transportation rates may be 
considered, p. 17. 


§ 13 — Jurisdiction of Federal Power Commission — Natural gas transpor- 
tation — Establishment of rates. 
5. The Federal Power Commission has authority under the Natural Gas Act 
to find and determine a reasonable and nondiscriminatory rate for system- 
wide transportation of natural gas by pipe line although the pipe-line carrier 
has not published and filed with the Commission a system-wide rate for 
common carrier transportation of gas, where under the Leasing Act of 
1920, as amended, there is imposed upon the carrier a statutory obligation 
to construct, operate, and maintain its pipe lines as common carrier lines 
whenever they have been constructed across public lands of the United 
States, p. 19. 
Discrimination, § 95 — Rates — Transportation of natural gas. 

6. Rate schedules unduly discriminate against prospective shippers of gas 
through common carrier lines of a natural gas company when they demand 
a rate greater than the carrier’s actual cost of gas, plus the cost of trans- 
portation, to the carrier’s own industrial customers who are served directly 
from the main pipe lines, p. 19. 


Rates, § 434 — Pipe-line company — Natural gas transportation — Average cost 
basis. 
7. The average cost of transportation of gas from the intake valve of com- 
pressors to city gates, where meter measurements are made before the gas 
enters distribution systems, including a fair return, provides a reasonable 
basis upon which to predicate system-wide rates for the interstate common 
carrier transportation of gas, p. 21 


Return, § 104 — Pipe-line company — Natural gas transportation. 
8. A 6 per cent return was held to be fair and reasonable for a pipe-line 
company transporting natural gas, p. 21. 


Apportionment, § 9 —.Gas transportation cost — Demand — Commodity. 
9. A demand charge and a commodity charge for transportation of natural 
gas by a pipe-line company were determined on the basis of an allocation of 
average cost into demand and commodity components related to volumes 
transported, p. 22. 


Rates, § 235 — Initiation of schedules. 
10. Rates, together with those related provisions of a new rate schedule, for 
the common carrier transportation of natural gas through transmission lines 
of a natural gas company were prescribed by the Commission, and the com- 
pany was required to file such rates, where the company had persistently 
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maintained a well-defined purpose of defeating all attempts to require it 
to perform its common carrier duty, notwithstanding the usual practice of 
leaving the preparation and filing of new rate schedules to be performed by 


the management, p. 23. 


APPEARANCES: Stanley B. Houck, 
for the complainant; John C. Benson 
and Armin M. Johnson, for the de- 
fendant-respondent; William Wil- 
liamson, for South Dakota Public 
Utilities Commission; Lambert Mc- 
Allister, for the Federal Power Com- 
mission. 

By the Commission: These pro- 


ceedings were consolidated for pur- 
poses of hearing. In December, 


1941, Mondakota Development Com- 
pany (predecessor of Mondakota Gas 
Company) filed a complaint against 
Montana-Dakota Utilities Co. (Dock- 
et No. G—220) alleging, inter alia, 
that the rates and charges specified in 


schedules filed with this Commission 
by Montana-Dakota Utilities Co. for 
the common carrier transportation of 
natural gas in interstate commerce 
were excessive, unreasonable, and dis- 
criminatory, and asked that this Com- 
mission, after hearing, fix fair, rea- 
sonable, and nondiscriminatory rates 
for such service. 

In July, 1942, this Commission, on 
its own motion, adopted an order 
(Docket No. G—402) instituting an 
investigation to determine whether 
Montana-Dakota Utilities Co. (here- 
after referred to as respondent) is a 
natural gas company within the mean- 
ing of the Natural Gas Act; and 
whether in connection with the trans- 
portation or sale of natural gas, sub- 
ject to the jurisdiction of the Com- 
mission, any rates, charges, or classifi- 
cations demanded, observed, charged, 
or collected, or any rules, regulations, 


* 


13 


practices, or contracts affecting such 
rates, charges, or classifications are 
unjust, unreasonable, unduly discrim- 
inatory, or preferential. 

After due notice to the interested 
parties and the Public Service Com- 
missions for the states in which the 
respondent operates its natural gas 
pipe-line systems, the matters were 
set for hearing. Thereafter the North 
Dakota Public Service Commission 
advised this Commission of its desire 
to participate in a joint hearing in ac- 
cordance with this Commission’s 
rules and regulations in such mat- 
ters, and had designated Hon. S. S. 
McDonald, President of such Com- 
mission, as its representative at such 
hearing. 

Accordingly, a joint hearing of 
these matters was held in Minneapolis 
before a trial examiner for this Com- 
mission and Hon. S. S. McDonald 
which consumed sixteen days and has 
produced a transcript of 2,400 pages 
of testimony and documentary evi- 
dence offered as exhibits aggregat- 
ing upwards of 1,000 pages. Printed 
briefs of counsel, exploring all of the 
material issues of these proceedings, 
have been filed and considered. 

Subsequently, and after briefs of 
counsel had been filed, Commissioner 
McDonald and the trial examiner held 
a joint conference, and we now have 
the benefit of Commissioner McDon- 
ald’s views which, however, do not 
coincide in all respects with the con- 
clusions herein. 

As we conceive the substantive is- 
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sue presented for our determination, 
the only question is whether rates for 
the common carrier transportation of 
natural gas through respondent’s 
Baker-Bowdoin system, established 
pursuant to the provisions of the 
Leasing Act of 1920, as amended, and 
filed with this Commission, are just 
and reasonable. 


Respondent’s Utility Operations 

In addition to the generation, trans- 
mission, and distribution of electric 
energy, the sale of gas and electric ap- 
pliances, and the production and dis- 
tribution of steam and manufactured 
gas, in several of the northwestern 
states, respondent is engaged exten- 
sively in the production, interstate 
transmission, and local distribution of 
natural gas in parts of the states of 
Montana, North and South Dakota, 
as well as the intrastate transportation 
and sale of natural gas in Wyoming. 

While respondent’s natural gas op- 
erations are located in four separate 
areas, its Baker-Bowdoin natural gas 
system alone transports natural gas 
interstate and is the only one here in- 
volved. 

From the evidence adduced, it def- 
initely appears that the Baker-Bow- 
doin system is an integrated inter- 
connected pipe-line system located in 
the states of Montana, North Dakota, 
and South Dakota. Natural gas 
transported in this system comes from 
the Bowdoin field in Phillips and Val- 
ley counties, Montana, and from the 
Baker field in Fallon and Wibaux 
counties, Montana, and Bowman 
county, North Dakota. The system 
extends from points on the north in 
the vicinity of Malta, Montana, and 
Williston, North Dakota, to Rapid 
City, South Dakota, on the south, and 
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from Miles City, Montana, on the 
west to Bismarck, North Dakota, on 
the east. The natural gas transported 
through such system lines is subse- 
quently distributed through local sys- 
tems in 19 communities in Montana, 
17 communities in North Dakota, and 
11 communities in South Dakota. 

Respondent’s total gross revenues 
for natural gas operations in 1943 
approximated $4,118,600, 70 per cent 
of which was derived from the Baker- 
Bowdoin system operations. The 
estimate of natural gas reserves upon 
which respondent relied as of January 
1, 1944, was about 162 billion cubic 
feet for the Baker field and 237 bil- 
lion cubic feet for the Bowdoin field, 
or a total of about 399 billion cubic 
feet. The total gas produced from 
those fields to meet respondent’s re- 
quirements was 10.1 billion cubic feet 
in 1942 and 9.9 billion cubic feet in 
1943. Its pipe-line losses in each of 
such years were slightly over one bil- 
lion cubic feet. 


Common Carrier Obligation 

[1] The respondent first acquired 
natural gas producing properties in 
Montana in 1925 and began the con- 
struction of its transmission system 
shortly thereafter. While the var- 
ious pipe lines and appurtenant facili- 
ties comprising the Baker-Bowdoin 
system were not all constructed at the 
same time, they were, with one ex- 
ception, laid and put in operation be- 
tween the years 1926 to 1934. The 
exception was the Ft. Peck to Morgan 
Creek line which was built in 1940 
and interconnected with the system. 
All of such lines were constructed un- 
der and pursuant to § 28 of an Act of 
Congress approved February 25, 
1920 (41 Stat 437; 30 USCA §§ 185, 
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221, 223, 226) commonly known as 
the Leasing Act of 1920, which grant- 
ed rights of way through the public 
lands of the United States for pipe- 
line purposes for the transportation of 
oil or natural gas “upon the express 
condition that such pipe lines shall be 
constructed, operated, and maintained 
as common carriers _ 

All of the transmission pipe lines in 
the Baker-Bowdoin system were con- 
structed, for some portion of each of 
such lines, upon rights of way across 
government-owned lands for which, 
with one exception, permits were 
issued to respondent pursuant to the 
provisions of the Leasing Act of 
February 25, 1920, and regulations 
promulgated by the Secretary of the 
Interior in pursuance of such act. The 
exception was that a permit was never 
issued for the Cabin Creek to Bis- 
marck line. All of such pipe lines now 
remain where originally constructed 
except the Cabin Creek to Bismarck 
line. 

A stipulation filed by counsel for 
all parties in interest recites that, sub- 
sequent to the conclusion of the hear- 
ing, the respondent had been informed 
by the Department of the Interior 
that according to its records, which 
were correct, the Cabin Creek-Bis- 
marck line was constructed across 
government-owned land in Fallon 
county, Montana, and that such con- 
struction had been, without a com- 
pliance by the respondent with the 
provisions of the Leasing Act and reg- 
ulations thereunder; that immediate- 
ly following the receipt of such ad- 
vices, respondent removed such pipe 
line from government-owned land and 
relaid the same on a privately owned 
right of way; and that the Depart- 


ment had accepted the sum of $75 in 
full settlement for the unlawful occu- 
pancy of such land. 

In all applications for right-of-way 
permits made by respondent (or its 
predecessor in interest) pursuant to 
the terms of the original Leasing Act 
and regulations thereunder, respond- 
ent’s officers certified that the map of 
such pipe line had been prepared for 
the approval of the Secretary of the 
Interior in order that the company 
might obtain the benefits authorized 
by the act of February 25, 1920, and 
that the pipe line so certified “was 
constructed and is maintained and op- 
erated as a common carrier of natural 


” 


gas. 

By an act approved August 21, 
1935, Congress amended § 28 of the 
Leasing Act by providing that rights 
of way might be granted by the Secre- 
tary of the Interior for pipe-line pur- 
poses for the transportation of oil or 
natural gas “ . upon the express 
condition that such pipe lines shall 
be constructed, operated, and main- 
tained as common carriers and shall 
accept, convey, transport, or purchase 
without discrimination oil or natural 
gas produced from government lands 
in the vicinity of the pipe line in such 
proportionate amounts as the Secre- 
tary of the Interior, after a full hear- 
ing with due notice thereof to the in- 
terested parties, after a proper finding 
of facts, determine to be reasonable 


It seems clear to us that the statu- 
tory obligation to maintain and oper- 
ate all pipe lines in its Baker-Bowdoin 
system as a common carrier, assumed 
by respondent when it obtained the 
necessary right-of-way permits and 
thereafter constructed such lines pur- 
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suant thereto, requires respondent to 
establish and publish reasonable 
and nondiscriminatory transportation 
rates. In so far as such rates apply to 
the interstate transportation of nat- 
ural gas, such reasonable and nondis- 
criminatory rates must be filed with 
this Commission pursuant to § 4 of 
the Natural Gas Act, 15 USCA § 
717c. 


Rate Schedules Filed 

In October, 1933, respondent did 
file in the Department of the Interior 
a rate schedule for the interstate 
transportation of natural gas through 
that part of its Baker-Bowdoin system 
known as the Black Hills line extend- 
ing from respondent’s Baker, Mon- 
tana, compressor station to Rapid 
City, South Dakota. Thereafter, on 


complaint made to the Department 
that the rates required by such sched- 


ule were unreasonable and discrimina- 
tory and after a full hearing by the 
Department, the Undersecretary of 
the Department of the Interior ren- 
dered a decision on September 10, 
1936, holding that the rates demanded 
by such schedule were excessive, un- 
reasonable, unduly discriminatory, and 
preferential. From findings of fact 
supporting such conclusions, the De- 
partment concluded, as matter of law, 
that the respondent had not complied 
with § 28 of the Leasing Act, and 
ordered respondent to submit a new 
tariff which should be reasonable and 
nondiscriminatory. Thereafter, and 
pursuant to such direction of the De- 
partment, the respondent filed a new 
rate schedule with the Department 
for the interstate common carrier 
transportation of natural gas through 
that part of its Baker-Bowdoin system 
known as the Black Hills line. 
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In accordance with the provisions 
of the Natural Gas Act and this Com- 
mission’s Order No. 53 issued pur- 
suant to such act, the respondent on 
August 24, 1938, filed with this Com- 
mission the two identical rate sched- 
ules which had theretofore been filed 
with the Department of the Interior, 
Such schedules were thereupon desig- 
nated in the Commission’s files as 
“Montana-Dakota Utilities Co. Rate 
Schedules FPC Nos. 3-G and 4G.” 
According to their terms, such sched- 
ules became effective October 27, 
1933, and March 2, 1937, respec- 
tively. 

Complainant’s Available Gas 

At the time the complaint was filed 
with this Commission, the Monda- 
kota Development Company, a Mon- 
tana corporation, had acquired by as- 
signment certain leases and operating 
agreements covering approximately 
40,000 acres of oil and gas lands in 
Montana. Such acreage was about 
equally divided between the Cedar 
Creek Anticline (Baker-Glendive gas 
field) and the Bowdoin Dome gas 
field. After the filing of such complaint 
Mondakota Gas Company, a Nevada 
corporation, was organized to take 
over and has acquired all assets of 
every description of Mondakota De- 
velopment Company, which company 
has now been dissolved. Mondakota 
Gas Company has qualified to do 
business in Montana but has not 
qualified for such purpose in North 
Dakota or South Dakota. From the 
articles of incorporation — creating 
Mondakota Gas Company it appears 
that it is organized for the purpose of 
producing, transporting, selling, and 
itself consuming natural gas. 

Shortly before the hearing of these 
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proceedings, Mondakota Gas Compa- 
ny filed a motion requesting that this 
Commission order its substitution as 
complainant in place of Mondakota 
Development Company. Our order 
herein approves such substitution. 

Among the assets acquired by 
Mondakota Gas Company from Mon- 
dakota Development Company are 
two natural gas producing wells, com- 
monly designated as the Becker wells. 
The two Becker gas wells were com- 
pleted during 1941 with an open flow 
of approximately 300,000 cubic feet 
and 400,000 cubic feet, respectively. 
The present open flow is unknown. 
The wells have never been connected 
to any pipe line, but since completion 
have been shut in, and gas has not been 
produced. One of such wells is locat- 
ed on state school land, the other is on 
privately owned fee land and both are 
about 5 and 7 miles, respectively, dis- 
tant from respondent’s Little Beaver 
station in the Baker gas field. 

No outlet for gas from the Becker 
wells has been or is now available 
other than through respondent’s com- 
mon carrier pipe-line system, or by 
a sale to respondent at such price and 
on such terms as respondent may de- 
termine, and then only after the 
seller shall first have joined in the 
unitization plan hereafter described. 

No natural gas has been tendered 
by any producer of natural gas for 
transportation through any of re- 
spondent’s pipe lines in the Baker- 
Bowdoin system under either of said 
rate schedules. 


Respondent’s Contentions 

Much oral and written evidence has 
been adduced that is not relevant to 
the substantive issues presented for 
our determination. That is especially 


[2) 


true with respect to hundreds of pages 
of depositions taken at the instance of 
respondent in its effort to disclose 
matter that might affect the credibility 
of some of complainant’s agents or 
officers because of litigation over a 
period of upwards of ten years having 
the objective of compelling respond- 
ent to publish reasonable rates for the 
common carrier transportation of 
natural gas through its pipe-line sys- 
tem. 

In brief, there are no serious dis- 
putes as to factual matters that relate 
directly to the issues presented. As 
we read the briefs of respondent’s 
counsel, it definitely appears that its 
entire case is founded upon legal ques- 
tions involved in the challenge made 
of this Commission’s jurisdiction to 
determine any and all of the issues in- 
volved. 

[2-4] The respondent contends 
that this Commission is without any 
jurisdiction whatever to determine the 
issues presented because (1) Mon- 
dakota Gas Company is not a quali- 
fied complainant under the provisions 
of the Natural Gas Act; (2) Monda- 
kota Gas Company must, as a condi- 
tion precedent to filing a complaint 
under the Natural Gas Act, obtain a 
certificate of public convenience and 
necessity from this Commission; (3) 
there is not on file with the Commis- 
sion a rate schedule published by re- 
spondent as a common carrier for the 
interstate transportation of natural 
gas; (4) there is no published rate 
schedule on file with the Commission 
for a system-wide common carrier 
transportation of natural gas and re- 
spondent has not been requested to 
initiate such a rate, and therefore the 
Commission is without power to fix 
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and determine a just, reasonable, and 
nondiscriminatory rate for such trans- 
portation. 

Respondent asserts that because the 
complainant is not presently a gas- 
distributing company it necessarily 
follows that it is not one of the par- 
ties authorized by § 5 of the Natural 
Gas Act to file complaints respecting 
charges demanded by any natural gas 
company. We think this contention 
is untenable. It is too narrow an in- 
terpretation of that section. While it 
is true that Mondakota Gas Company 
does not now distribute gas, it does 
own, or has operating leases upon, 
two gas-producing wells, and has 
potential customers to purchase its 
gas if and when deliveries at reason- 
able transportation rates can be made 
through the common carrier pipe lines 
owned and operated by respondent. 
In such circumstances, it assuredly is 
a potential distributing company, and 
would actually be such if it could sell 
and deliver such gas. 

To hold that complainant cannot 
file a complaint of unreasonable or 
discriminatory rates or make a legal 
demand on the respondent to publish 
a just and reasonable rate for the 
transportation of complainant’s gas to 
its potential customers in South 
Dakota, or elsewhere along respond- 
ent’s pipe-line system, because it does 
not now sell its gas to such customers 
and is therefore not a distributing 
company, would establish a vicious 
circle out of which the complainant 
could not successfully break. Clear- 
ly, the law intended that both the pro- 
ducer now delivering gas to customers 
and the producer who has gas and 
proposes to deliver it to customers 
shall have the benefits provided by the 
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statute. Any other interpretation 
would defeat the objectives of the act 
and would be definitely contrary to 
the public interest. A common carri- 
er has no right in those circumstances 
to demand that the goods be actually 
brought and presented to it for ship- 
ment before it fixes and publishes a 
rate. Here the complainant obvious- 
ly could not afford to incur the 
expense necessary actually to connect 
up and tender the gas for transporta- 
tion until it is assured, by the publica- 
tion and filing of a reasonable rate, 
that it can sell and distribute gas to 
its customers at least without net loss. 


Respondent’s contention that Mon- 
dakota Gas Company must comply 
with § 7(c) of the act before the rea- 
sonableness of respondent’s rates 
may be considered is without merit. 
It is difficult to believe that counsel 
seriously contend for what is here 
advocated in the light of all the per- 
tinent facts. Pending determination 
by this Commission of just, reason- 
able, and nondiscriminatory ates, 
complainant, Mondakota Gas Com- 
pany, is not in a position to deter- 
mine whether it can successfully en- 
gage in the business and consequently 
whether it desires to apply for author- 
ity to transport and sell natural gas 
in interstate commerce under § 7 of 
the Natural Gas Act. 

Respondent urges earnestly that it 
does not have a rate schedule on file 
with this Commission; and that al- 
though such schedules were original- 
ly filed they were subsequently can- 
celed as evidence by correspondence 
with the Commission’s secretary. It 
appears from such correspondence 
that respondent informed the rate 
division of this Commission that it 
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wished to withdraw its Rate Sched- 
ules FPC 3—G and FPC 4G because 
they had never been used and that re- 
spondent was “now buying gas from 
such parties at the field”; and that 
upon such statements respondent was 
informed that such rate schedules had 
been “removed from the active files 
of the Commission.” At that time no 
service was being rendered under this 
rate, nor had any desire for such 
service been indicated to the Com- 
mission. Thereafter, this situation 
changed. In July, 1942, respondent 
was advised that “it now appears that 
the rates and services provided by the 
two rate schedules are still your 
‘demanded’ rates for the transporta- 
tion of natural gas,” and that there- 
fore such schedules were being rein- 
serted in the Commission’s active 
files. 

[5] Finally, respondent argues, 
that because no system-wide rate has 
ever been published and filed with the 
Commission for the common carrier 
transportation of gas through its 
Baker-Bowdoin system, the Commis- 
sion is therefore without authority 
under the Natural Gas Act to find 
and determine a reasonable and non- 
discriminatory rate for system-wide 
transportation, and that respondent 
under the act retains the power and 
right to initiate such rates. Respond- 
ent’s counsel contends further that 
there is no provision in the Leasing 
Act of 1920 requiring respondent to 
file rate schedules with the Depart- 
ment of the Interior, and that the 
mere fact that such schedules were 
so filed in no way adds to the powers 
of this Commission. 

The Leasing Act of 1920, and also 
that act as it was amended in 1935, 


imposes in clear and unambiguous 
terms a statutory obligation upon the 
respondent to construct, operate, and 
maintain its pipe lines as common car- 
rier lines whenever they have been 
constructed across public lands of the 
United States. The evidence here 
shows unmistakably that respondent’s 
pipe lines not only have been con- 
structed in part across such public 
lands but that they constitute the only 
means of transportation of gas from 
the Baker-Glendive and the Bowdoin 
gas fields in Montana. Indeed, such 
evidence shows that respondent and 
its corporate affiliates dominate the 
available markets for gas from such 
field by controlling the means of trans- 
portation to such markets. We think 
that the publication of reasonable and 
nondiscriminatory rates for such car- 
riage of natural gas is an inescapable 
obligation which the respondent has 
assumed. Without a concomitant 
obligation to publish or establish rea- 
sonable rates for the carriage provid- 
ed, the statutory obligation to trans- 
port natural gas as a common carrier 
would be useless. 


Respondent’s Rate Schedules Filed 
with This Commission Are Unrea- 
sonable and Unduly Discrimina- 
tory 
[6] Prior to the passage of the 

Natural Gas Act and the filing of 

these schedules with this Commission, 

the question of whether these rate 
schedules were reasonable and nondis- 
criminatory was considered by the 

Department of the Interior and also 

by the United States district court, 

district of Montana. 
Rate Schedule FPC No. 3-G, 
which was originally filed with the 
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Department of the Interior, was the 
subject of a hearing before that De- 
partment which culminated in a de- 
cision of the Department rendered 
by the Undersecretary of the Interior 
on September 10, 1936. In the course 
of that official’s opinion he held 
that: 

“In view of the foregoing, and of 
the entire record before it, the De- 
partment finds as a fact (1) that re- 
spondent sold gas at less than it asked 
petitioners to pay for transporting 
such gas; (2) that there was no rea- 
sonable ground for demanding a 


transportation rate in excess of such 
sale price; (3) that respondent im- 
posed a limitation as to quantity per 
customer which limited to four the 
available customers to whom petition- 
ers could sell gas transported through 
respondent’s pipe line; (4) that there 


was no reasonable necessity for such 
limitations; (5) that respondent’s 
rate is so variable that it is impossible 
to predict in advance what said rate 
will be; (6) that so variable a rate is 
not reasonably necessary for respond- 
ent’s protection; (7) that it is im- 
possible for a shipper to sell gas on 
the basis of respondent’s transporta- 
tion tariff; (8) that respondent’s rate 
is discriminatory as applied to peti- 
tioners, in that petitioners are unable 
to sell gas from their wells on govern- 
ment land while the respondent’s 
corporate affiliate is able to sell gas 
from its wells on fee land; and (9) 
that respondent’s rate and transporta- 
tion conditions are unreasonable.” 
Rate Schedule FPC No. 4-G, orig- 
inally filed with the Department of 
the Interior, in conformity with the 
Department’s decision just mentioned 
and subsequently filed with this Com- 
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mission, was the subject of litigation 
in United States district court, dis- 
trict of Montana, instituted and de- 
cided prior to the passage of the 
Natural Gas Act. That suit was 
decided by District Judge Pray by 
opinion,’ in the course of which he 
held that the reasonableness of the 
rates demanded in Rate Schedule 4-G 
was involved; that apparently there 
was no statute and no Commission 
authorized to fix the rates there in 
dispute; that the burden was on the 
plaintiff to show that such rates were 
unreasonable and that the plaintiff 
had failed to sustain such burden, and 
he accordingly dismissed the suit. 

From all the evidence adduced at 
the hearing of the instant proceedings 
we have no doubt that both of such 
rate schedules unduly discriminate 
against prospective shippers of gas 
through respondent’s common carrier 
lines by demanding a rate greater 
than respondent’s actual cost of gas, 
plus the cost of transportation (in- 
cluding a fair return), through either 
the Black Hills line, or the Baker- 
Bowdoin system as a whole, to re- 
spondent’s own industrial customers 
who are served directly from the main 
pipe lines. It is also clear from such 
evidence that the rates of both sched- 
ules unreasonably exceed such cost of 
transportation for the two years im- 
mediately preceding the date of the 
hearing (1942-1943), both as to the 
system as a whole and as to the Black 
Hills line. 

Moreover, it clearly appears that 
the terms and provisions of both rate 
schedules are so indefinite and uncer- 

1 Montana Eastern Pipe Line Co. v. Mon- 


tana Dakota Utilities Co. (1938) 28 PUR 
(NS) 430, 26 F Supp 284. 
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tain that it cannot be ascertained 
therefrom what the transportation 
rate for shipping gas to a specific cus- 
tomer with a known load factor will 
be other than it would be between the 
maximum and minimum rates pro- 
vided in such schedules. 

[7] It appears from the evidence 
that, in the Baker-Bowdoin system, 
the average cost of transportation of 
gas from the intake valve of compres- 
sors to the city gates, where meter 
measurements are made before the 
gas enters distribution systems, in- 
cluding a fair return, amounted to 
12.7 cents per thousand cubic feet and 
13.5 cents per thousand cubic feet for 
the years 1942 and 1943, respectively. 
This includes operating expenses, 
taxes, depreciation, a fair proportion 
of general expenses, and a 6 per cent 
return on a rate base composed of the 
depreciated book costs of gas plant, 
and of proper allowance for materials, 
supplies, and working capital. We 
conclude that such average cost of 


Rate Base 
Cost of Plant 


C ompressor StationS ...ssceccsscseeceseces 


Mains 


Net Investment 
Plus: Working Capital 
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Cost of Transportation 

Operating Expenses 
Compressor Stations 
Mains 


Total 
Allowance for Depreciation 
Taxes Other Than Federal Income 
Federal Income Taxes 
Allowance for Return at 6% 


Tetet Cat scccce Soi ctbébvehevos 


eeeeeeeee eeeeeeseeee 
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transportation provides a reasonable 
basis upon which to predicate system- 
wide rates for the interstate common 
carrier transportation of gas for the 
future. 

Calculations by the engineering and 
accounting staffs of this Commission 
regarding Rate Base are undisputed 
in the record. 

[8] In conformity with our deci- 
sions in Re Mississippi River Fuel 
Corp. (1945) F.P.C. Opinion No. 
126 in Docket No. G-462, 63 PUR 
(NS) 89, in Re Allegany Gas Co. and 
North Penn Gas Co. (1946) F.P.C. 
Opinion No. 127 in Docket Nos. G- 
597 and G-598, 63 PUR(NS) 231, 
and in Re Penn-York Nat. Gas Corp. 
(1946) F.P.C. Opinion No. 129 in 
Docket No. G-600, 63 PUR(NS) 
235, we find 6 per cent to be a fair and 
reasonable rate of return for respond- 
ent under current conditions. The fol- 
lowing tabulation shows the compo- 
nent parts of the Cost of Transporta- 
tion herein found: 


ec. 31 
1943 

$970,000 

9,423,000 
245,000 


$10,437,000 $10,638,000 
3,676,000 3,929,000 


6,709,000 
128,000 


$6,837,000 
1943 
$95,658 
52,700 
21,700 


170,058 
324,000 


Year Ended D 
1942 











$81,410 
53,700 
19,300 


154,410 
318,000 








$1,100,710 $1,133,878 
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[9] Allocation of the average costs respondent (or its wholly owned cor- impos 
for 1942 and 1943, according to porate affiliate) has been designated Becke 
methods adopted in Re Mississippi as the Unit Operator in each of such same 
River Fuel Corp. F.P.C. Opinion No. areas. Moreover, it appears that the transt 
126, supra, into “demand” and “com- Secretary has established seven sim- and s 
modity’”’ components was related to ilar unit plan agreements in the entire sough 
volumes transported by the Baker- proven area in the Bowdoin field. It Interi 
Bowdoin system, and results in unit appears also that the complainant’s so- 
costs of $13.20 per year per thousand called Becker wells are situated within 
cubic feet as a demand charge and 7.0 one of the unit areas in the Baker- [1 
cents per thousand cubic feet as a Glendive field, and that under the aratic 
commodity charge. Unit Plan producers from the acre- ules 1 

The final point urged in the exten- age upon which such wells are located ment. 
sive argument for the respondent is would be limited to the production of howe 
that the Commission should not es- such volume of natural gas as might ent hi 
tablish a rate for the transportation be approved by the Secretary of the define 
of natural gas in the instant case be- Interior. tempt 
cause (a) the operation of such rate We are aware of the intimate rela- nonege 
may interfere with the program of tionship between our determination of “:* 
the Department of the Interior; and a reasonable and nondiscriminatory — 
(b) because the operation of such a_ rate for the interstate common carrier “Tt 
rate would tend to destroy the public transportation of gas and the unitiza- throu 
utility business of the respondent and tion program of the Interior Depart- defen 
increase its costs to its customers. ment. The evidence here shows be- the g 

The first part of this contention (a) yond dispute that the effect produced Deve 
has reference to the Unitization Plan _ by the establishment of such unit plans kota 
of Development prescribed by the Sec- of development has been such that all fect 
retary of the Interior pursuant to the the wells in the Bowdoin gas field on tl 
Amendment of 1935 to the Leasing (with a minor exception, unimportant defen 
Act of 1920, to which we have al- to this discussion) and the Baker- lines 
ready adverted. In support of the Glendive field (with the exception of were 
latter part (b) it is urged that “The the Becker wells) are now owned by of ca 
pipe lines of the defendant (respond- or under contract to the respondent, ness. 
ent) were not constructed for the and that the respondent as a result of In 
purpose of carrying on a transporta- the operation of the unit plans in now 
tion business.” both fields has acquired and presently geth 

It is true that the evidence shows exercises complete control of the pro- of a 
that under the 1935 Amendment of duction, transportation, and sale of all mon 
the Leasing Act, the Secretary of the natural gas produced from such fields, gas | 
Interior has approved the setup of fixes the purchase price of all gas pro- resp 
nine unit plan agreements covering duced, and provides the exclusive whic 
the production and marketing of market for all such gas. If, because serv 
natural gas in the entire proven area of such unit plan of development and sche 
in the Baker field (also known as_ operation, the complainant in this case and 
Cedar Creek Anticline), and that the shall find it difficult or perhaps even the 
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impossible to produce gas from its 
Becker wells so as to transport the 
same through the common carrier 
transportation lines of the respondent 
and sell it at a profit, relief may be 
sought from the Department of the 
Interior. 


New Rate Schedule 


[10] We have usually left the prep- 
aration and filing of new rate sched- 
ules to be performed by the manage- 
ment. The record in this proceeding, 
however, discloses that the respond- 
ent has persistently maintained a well- 
defined purpose of defeating all at- 
tempts to require it to perform its 
common carrier duty under the Leas- 
ing Act. Indeed, counsel’s brief for 
respondent states that: 


“It has, of course, been apparent 
throughout this proceeding that the 
defendant (respondent) has opposed 


the granting of a tariff to Mondakota 
Development Company or to Monda- 
kota Gas Company because of the ef- 
fect which such a tariff might have 
on the public utility business of the 
defendant (respondent). The pipe 
lines of the defendant (respondent) 
were not constructed for the purpose 
of carrying on a transportation busi- 


In view of that attitude, we propose 
now (a) to prescribe the rate, to- 
gether with those related provisions 
of a new rate schedule, for the com- 
mon carrier transportation of natural 
gas through the transmission lines of 
respondent’s Baker-Bowdoin system 
which are necessary in order that the 
service to be provided under such 
schedule shall be adequately defined ; 
and (b) by order herein to require 
the respondent to file such schedule 


within a reasonable time to supersede 
Respondent’s Rate Schedules F.P.C. 
No. 3-G and F.P.C. No. 4G. 

The rate herein fixed is based upon 
the cost of rendering service by re- 
spondent for the years 1942 and 1943 
as shown by the evidence and includes 
depreciation, taxes, a fair proportion 
of general expense, working capital, 
plus a return of 6 per cent on depre- 
ciated investment in gas plant. 

Such prescribed rate and the sub- 
stance of the related provisions which 
are necessary to an adequate defini- 
tion of the service proposed are shown 
in “Exhibit A” attached to and made 
a part of the order herein. 


An appropriate order will be en- 
tered in accordance with this opinion. 


ORDER 


Upon consideration of the com- 
plaint and answer filed herein, the 
evidence of record, the briefs and ar- 
guments of counsel, and the Commis- 
sion having on this date entered and 
issued its Opinion No. 132 which is 
incorporated by reference and made a 
part hereof; 

The Commission finds that: 


(1) Montana-Dakota Utilities Co., 
the defendant-respondent in these pro- 
ceedings, is a Delaware corporation. 
It owns and operates, inter alia, an 
integrated interconnected natural gas 
transmission pipe-line system, with 
appurtenant facilities, through which 
it transports in interstate commerce 
natural gas produced in Montana and 
North Dakota to markets in Montana, 
North Dakota, and South Dakota for 
public consumption for industrial, 
commercial, and domestic purposes. 
It is, therefore, a natural gas com- 
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pany within the meaning of the 
Natural Gas Act. 

(2) All of the transmission pipe 
lines in respondent’s Baker-Bowdoin 
system were constructed, for some 
portion of each of such lines, upon 
rights of way across government- 
owned lands for which, with one ex- 
ception, permits were issued to re- 
spondent (or its predecessor in inter- 
est) pursuant to the provisions of an 
act of Congress, commonly known as 
the Leasing Act of February 25, 
1920, as amended by the Act of 
August 21, 1935 (41 Stat 437, 449, 
§§ 28 et seq. ; 49 Stat 678; 30 USCA 
§ 185), and regulations promulgated 
by the Secretary of the Interior in 
pursuance of such act. The exception 
was that a permit was never issued 
for the Cabin Creek to Bismarck line. 

(3) All of the pipe lines described 


in the last preceding finding now re- 
main where originally constructed 
excepting only the Cabin Creek to 
Bismarck line. 


(4) The statutory obligation to 
maintain and operate all pipe lines in 
its Baker-Bowdoin system as a com- 
mon carrier imposed upon and as- 
sumed by respondent (or its predeces- 
sor in interest) by applying for and 
obtaining right-of-way permits under 
the Leasing Act of February 25, 
1920, as amended, and thereafter con- 
structing such lines pursuant thereto, 
requires respondent to establish and 
publish reasonable and nondiscrimina- 
tory transportation rates. In so far 
as such rates are applicable to the in- 
terstate transportation of natural gas 
under the provisions of the Natural 
Gas Act, such rates must be filed with 
the Federal Power Commission pur- 
suant to § 4 of such act. 
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(5) Mondakota Development Com- 
pany was organized under the cor- 
porate laws of Montana in 1940 and 
acquired, by assignment from one 
John Wight and others, leases and 
operating agreements covering ap- 
proximately 40,000 acres of oil and 
gas lands in Montana about equally 
divided between the Cedar Creek 
Anticline (Baker-Glendive gas field) 
and the Bowdoin Dome (Bowdoin 
gas field). 

(6) Mondakota Gas Company is a 
Nevada corporation duly qualified to 
do business in Montana and was or- 
ganized in November, 1942, to take 
over and has acquired all assets of 
every description of Mondakota De- 
velopment Company, which latter cor- 
poration has now been dissolved. 

(7) The motion of Mondakota Gas 
Company to be substituted as party 
complainant in these proceedings 
should be granted. 

(8) In accordance with the provi- 
sions of the Natural Gas Act and this 
Commission’s Order No. 53 issued 
pursuant to such act, respondent on 
August 24, 1938, filed with this Com- 
mission rate schedules, which had 
theretofore been filed with the De- 
partment of the Interior providing 
for the interstate common carrier 
transportation of natural gas. Such 
schedules have been designated in the 
Commission’s files as “Montana- 
Dakota Utilities Co. Rate Schedules 
FPC Nos. 3-G and 4-G.” 


(9) The Provisional Rules of 
Practice and Regulations under the 
Natural Gas Act, with approved 
forms, effective July 11, 1938, as 
amended from time to time by orders 
of the Commission provide the only 
means by which filed rate schedules 
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may be altered, changed or canceled. 
The respondent received actual notice 
of all such rules, regulations, and or- 
ders. 

(10) Montana-Dakota Utilities Co. 
Rate Schedules FPC Nos. 3—G and 
4-G since the date of filing have re- 
mained continuously on file with the 
Commission as respondent’s demand- 
ed rates for the common carrier trans- 
portation service therein specified. 
Such rate schedules have not been 
amended, altered, changed, or can- 
celed. 

(11) No outlet for gas from the 
gas wells owned or under lease to 
Mondakota Gas Company has been 
or is now available other than by sale 
to respondent at such price and on 
such terms as respondent has fixed 
after the seller shall first have joined 
in the unitization plan described in 
the next succeeding finding. 

(12) By the amendment of August 
21, 1935, the Leasing Act of 1920 
was made to provide-as follows: 

“The Secretary of the Interior, for 
the purpose of more properly conserv- 
ing the oil or gas resources of any 
area, field, or pool, may require that 
leases hereafter issued under any sec- 
tion of this act be conditioned upon an 
agreement by the lessee to operate, 
under such reasonable coéperative or 
unit plan for the development and 
operation of any such area, field, or 
pool as said Secretary may determine 
to be practicable and necessary or ad- 
visable, which plan shall adequately 
protect the rights of all parties in in- 
terest, including the United States: 


Under this provision of the statute, 
and other related provisions, the Sec- 
tetary of the Interior approved the 
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setup of nine unit plan agreements 
covering the production and market- 
ing of natural gas in the Baker-Glen- 
dive field (also known as Cedar 
Creek Anticline) and respondent (or 
its wholly owned corporate affiliate) 
was designated as the “Unit Opera- 
tor” in each of such nine areas. These 
nine agreements cover the entire 
proven area in the Baker field. 

(13) The entire proven natural- 
gas-producing area in the Bowdoin 
field was likewise brought under 
seven unit plan agreements approved 
by the Secretary of the Interior. Un- 
der the agreements covering the pro- 
duction of natural gas in the Bowdoin 
field, the Fidelity Gas Company, a 
wholly owned subsidiary of the re- 
spondent, was named as “Unit Opera- 
tor.” 

The rights and obligations of the 
“Unit Operator” in the Bowdoin 
field are set forth in all of the unit 
agreements in the following language: 

“The exclusive right and privilege, 
except as hereinafter specified, of ex- 
ercising any and all rights of the 
second parties necessary or convenient 
for prospecting for, producing, and 
disposing of the unitized substances 
are hereby vested in operator; and 
evidence of title of said second parties 
to said rights shall be deposited with 
operator, and together with this 
agreement shall constitute and define 
operator’s rights, privileges, and obli- 
gations in the premises ; provided that 
nothing herein shall be construed to 
transfer title to any lands, or leases, 
it being understood that operator shall 
have only rights of possession and use 
for the purposes herein specified.” 

(14) As a result of the operation 
of such Unit Plan in the Baker-Glen- 
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dive and Bowdoin gas fields and its 
own production from wells in such 
fields, the respondent has acquired 
and presently exercises complete con- 
trol of the production, transportation, 
and sale of all gas produced from such 
fields and provides the exclusive mar- 
ket for such gas. The respondent 
pays approximately 3 cents per thou- 
sand cubic feet, at the well mouth, for 
all gas produced from Unit-operated 
wells after first deducting from the 
total volume produced such amount 
of gas as is required to operate re- 
spondent’s compressors. Under the 
Unit agreements such compressor 
fuel is required to be and is given to 
respondent without charge. For the 
year 1943 the volume of such com- 
pressor fuel from all units in both 
fields amounted to 65,549,000 cubic 
feet. Where the gas is produced from 
wells located on lands the fee title to 
which is in the Federal or state gov- 
ernment, the producers must pay from 
the sale proceeds (1) a royalty to 
such fee owner of 5 cents per thousand 
cubic feet on one-eighth of all gas pro- 
duced, and (2) certain designated 
costs for the operation and mainte- 
nance of wells upon lands from which 
gas is produced. 

(15) The rates demanded in Rate 
Schedules FPC Nos. 3—G and 4—G un- 
reasonably exceed respondent’s cost 
of transportation in 1942 and in 1943 
inclusive of depreciation, operating 
expenses, and taxes, plus a fair return, 
for its Baker to Black Hills line as weil 
as for its Baker-Bowdoin system lines 
as a whole, and irrespective of the 
load factor at which gas was trans- 
ported. 

(16) The rates demanded in Rate 
Schedules FPC Nos. 3-G and 4-G 
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are unduly discriminatory in that they 
are greater than the rates charged for 
gas delivered to its own industrial 
customers (i.e. the cost of the gas plus 
all transportation costs) each of whom 
is served directly from transmission 
lines. 

(17) The terms and provisions of 
Rate Schedules FPC Nos. 3-G and 
4—G are so indefinite and uncertain 
that it cannot be ascertained there. 
from what the transportation rate for 
shipping gas to a specific customer 
will be other than that it will be some- 
where between the maximum and 
minimum rates such 
schedules. 

(18) Rate Schedules FPC No. 3-G 
and 4—G are unreasonable and unduly 
discriminatory in that they provide 
that the shipper shall, in addition to 
the rates for transportation provided 
therein, (1) also bear the cost of all 
structures, connections, and devices 
necessary for receipt and delivery of 
the shipper’s gas at the time of instal- 
lation, (2) shall compensate respond- 
ent for all costs of maintenance there- 
with and (3) shall reimburse respond- 
ent for the cost of removing such 
structures, connections, and fixtures 
at the termination of the undertaking 
for transportation. 

(19) Rates and charges provided 
in Montana-Dakota Utilities Co. Rate 
Schedules FPC Nos. 3-G and 4G 
are unjust, unreasonable, and unduly 
discriminatory to the extent that they 
provide rates which are higher than 
the cost of the service rendered, in- 
clusive of depreciation, operating ex- 
penses and taxes, plus a fair return, 
and exceed charges representing the 
transportation element in general util- 
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ity rates for substantially similar 
transportation service. 

(20) The average cost of trans- 

rtation to respondent for the years 
1942 and 1943 in the Baker-Bowdoin 
system for the transportation of gas 
from the intake valve of compressors 
to the city gates, where meter meas- 
urements are made before the gas en- 
ters distribution systems, inclusive of 
operating expenses, 
taxes, a fair proportion of general ex- 
penses, plus a fair rate of return of 
6 per cent of a rate base composed of 
depreciated book cost of gas plant, and 
proper allowances for materials, sup- 
plies, and working capital, amounted 
to 12.7 cents per thousand cubic feet 
and 13.5 cents per thousand cubic feet 
for the years 1942 and 1943, respec- 
tively. Such average transportation 
costs may be reasonably distributed 


between delivery points by the appli- 
cation of a demand and commodity 


rate. Such a 2-part rate, based 
on average 1942 and 1943 costs 
and making use of recognized 
and approved methods for distributing 
such costs, develops a demand charge 
of $13.20 per thousand cubic feet per 
year and a commodity rate of 
7 cents per thousand cubic feet, 
which is just and reasonable. 

(21) All rates for the interstate 
transportation of natural gas through 
the lines of respondent’s Baker-Bow- 
doin pipe-line system to markets in 
Montana, North Dakota, and South 
Dakota, are rates subject to the juris- 
diction of the Federal Power Commis- 
sion under the provisions of the Nat- 
ural Gas Act, and all gas transported 
to such markets must move through 
respondent’s pipe lines constructed 


pursuant to the provisions of the Leas- 
ing Act of 1920, as amended. 

The Commission orders that: 

(A) Mondakota Gas Company be 
and the same is hereby substituted as 
party complainant in the place and 
stead of Mondakota Development 
Company. 

(B) Montana-Dakota Utilities Co. 
files on or before June 1, 1946, a new 
rate schedule for the common carrier 
transportation of natural gas in inter- 
state commerce, reflecting the rates 
and charges set forth in “Exhibit A,” 
appended hereto and made a part 
hereof, and providing susbtantially 
the terms and conditions outlined 
therein. 

(C) The new rate schedule to be 
filed as provided in paragraph (B) 
shall be effective as to all gas to be 
transported in interstate commerce by 
Montana-Dakota Utilities Co. as re- 
quired under the provisions of the 
Leasing Act of 1920, as amended, and 
such rate schedule, when effective, 
shall supersede Montana-Dakota Util- 
ities Co. Rate Schedules FPC Nos. 
3-G and 4G, now on file with this 
Commission. 

(D) Montana-Dakota Utilities Co. 
submit to the Commission, for its 
prior approval, and before full com- 
pliance with this order, proposed pro- 
visions with respect to service condi- 
tions named but not particularly 
defined in “Exhibit A” appended 
hereto. 

(E) The Commission reserves the 
right to reject all or any part of such 
new rate schedule to be filed in com- 
pliance with paragraphs (B) and 
(D) hereof, and in lieu thereof to 
prescribe the same by further order. 

(F) That the respondent’s motion 
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filed contemporaneously with its an- 
swer herein for a bill of particulars be 
and it is hereby denied. 

(G) That the respondent’s motion 
filed April 30, 1943, to dismiss this 
proceeding be and it is hereby de- 
nied. 


“EXHIBIT A” 


Prescribed Rate and Related Provi- 
sions of New Rate Schedule for Com- 
mon Carrier Transportation of Nat- 
ural Gas through Baker-Bowdoin 
System Transmission Lines 
of 


MontTANA-DAKOTA UTILITIES Co. 


Applicability 

This rate schedule is applicable to 
interstate common-carrier transporta- 
tion of merchantable natural gas for 
others between points on the Com- 
transmission pipe- 


pany’s-Bowdoin 
line system (in excess of 35 miles and 


not more than 300 miles), to which 
such obligation to transport attaches 
under the Leasing Act of 1920 as 
amended (and as required by the or- 
der of the Federal Power Commission 
under date of March 22, 1946). 

The company’s transmission pipe- 
line system includes all transmission 
facilities between the inlets of the 
compressor stations where gas is first 
compressed and the valves or meters 
where gas enters the company’s dis- 
tribution system and, in the case of 
main line sales, the valves which con- 
trol the service to such customers. 

Transportation of natural gas, as 
used in this rate schedule, includes 
actual transportation of gas from 
point to point and receipt of gas at 
one point and delivery of a like 
amount of gas at another point (after 
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making allowance for line-losses and 
adjustment for variations in heat con. 
tent of gas) without regard for the 
fact that such delivery may have been 
accomplished by exchange or displace. 
ment. 


Character of Service 

The transportation service rendered 
shall, in all ways, be equal to the firm 
deliveries made by the company for 
itself or for others. During periods 
when service to any of the company’s 
customers is limited in any part of 
the system for lack of capacity to 
serve, shipper’s consumers in a like 
classification and on the same part of 
the system may be limited to the same 
extent as are those of the company. 


Transportation Rate 

Charges for transportation service 
shall be computed monthly at the rate 
stated below under “Demand Charge” 
and “Commodity eeacaill 


Demand Charge: 
$1.10 for = 1,000 cubic feet of billing 
emand. 


d 

Commodity Charge: 

7 cents for each 1,000 cubic feet of gas de- 

livered. 

Determination of Billing Demand 

For the purpose of billing under 
this rate schedule, the billing demand 
shall be whichever of the following 
(a), (b), or (c) is the largest: 

(a) The largest amount of gas delivered in 
any regular 24-hour metering period 
during the current billing month. 

(b) 90% of the maximum day capacity re 
quested in the application for service. 

(c) 90% of the largest amount of gas deliv- 
ered in any 24-hour period of the preced- 
ing eleven months. 

Provided, however, that if deliv- 
eries on any day during the billing 
period were limited by the company 
in any manner the billing demand shall 
be the least amount delivered in any 
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such 24-hour metering period during 
which deliveries are so limited. 

For the purpose of computing the 
billing demand, the deliveries on each 
of the following parts of the Baker- 
Bowdoin system shall be consolidat- 
ed: 

(i) Between Baker station and the souther- 

ly terminus of the Rapid City pipe line. 
(ii) Between Cabin Creek station and the 
easterly terminus of the Bismarck pipe 
(iti) AL of the Baker-Bowdoin system ex- 
cept those parts described in (i) and (ii) 
herein. 
Term and Cancellation of Service 

Service under this rate shall be pro- 
vided under contract for 12-month pe- 
riods and like periods thereafter un- 
less canceled as hereinafter provided. 
Service for periods shorter than twelve 
months may be undertaken at the op- 
tion of the company. 

All or any part of the service under 
this rate schedule may be terminated 
by shipper at end of the contract 
period on sixty days’ written notice to 
the company. The shipper may termi- 
nate all or any part of the service un- 
der this rate schedule at any time after 
twelve months’ service upon written 
notice to the company, suspension of 
service, and the payment of the de- 
mand charge as specified in ‘Trans- 
portation Rate” and “Determination 
of Billing Demand” for the remainder 
of the contract period or four billing 
months following such notice, which- 
ever is smaller. 


Measurement 

The volumes used in determining 
the amounts of gas received and de- 
livered and the amounts due as com- 
pensation for pipe-line losses and in 
computing transportation charges 
shall be stated at a uniform pressure 


base of 15.025 pounds per square 
inch absolute and at a uniform tem- 
perature base of 60°F. The meter- 
ing shall be performed by meters of 
standard design and operated accord- 
ing to the established practices gen- 
erally used in the natural gas indus- 
try. 

The company shall install and op- 
erate meters of both receipt and de- 
livery points. It shall make available 
to the shipper, upon request, all meter 
charts and calculations relating to the 
quantities of gas received and de- 
livered, rates of delivery and the 
charges made for transportation. 


Connections to Transmission System 

The company will provide and oper- 
ate at each point of receipt and de- 
livery all necessary connections to its 
system, meters, and other appurte- 
nances and structures, as well as an 
entrance valve to which the shipper 
may connect. 

All of shipper’s connecting lines 
shall be constructed and maintained in 
accordance with accepted standards 
and practices to furnish safe and con- 
tinuous service at the operating pres- 
sures to which the lines will be sub- 
jected. 


Gas to be Furnished on Account of 
Pipe-line Losses and Variation 
in Heat Content 

The shipper shall deliver to the 
company as compensation for line 
losses, in addition to the gas 
tendered for transportation, an 

amount of gas for each 1,000- 

cubic feet of gas delivered for 

account of shipper at destination, such 
amount being equal to the average 
rate of loss from company’s trans- 
mission system during the preceding 
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calendar year provided, however, that 
such amount shall not be greater than 
100 cubic feet of gas for each 1,000 
cubic feet of gas so delivered. 

The company may require a pro- 
portional adjustment in the amount of 
gas tendered for transportation when 
the heating value of shipper’s gas 
varies from that delivered to the ship- 
per by more than 2 per cent. 


Company's Obligation to Deliver Gas 

The company has no obligation 
to make deliveries beyond the amount 
of gas received from shipper for trans- 
portation. 

It is fully recognized that a com- 
plete, workable rate schedule for such 
service should include, in addition to 
the foregoing provisions, provisions 
dealing with the following subjects: 
Application for Service (including 


procedure for periodic revisions); 
Quality of gas, including appropriate 
provisions regarding (1) extraction 
of hydrocarbons, and (2) merchant- 
ability of the gas; Establishment of 
Credit; Monthly Statement; Pay. 
ments; Time of Beginning Service; 
Suspension of Service; Definition of 
Operating Division for Determination 
of Billing Demand; Title to Gas; 
Force Majeure; Term for which 
transportation is to be provided. 

Under the conditions discussed 
herein, the company may provide 
rates for common-carrier transporta- 
tion service on a firm delivery basis 
for distances less than 35 miles and 
more than 300 miles. Moreover, 
upon application the company shall, if 
it has adequate facilities, provide rates 
for transportation on an interruptible 
or off-peak basis. 





NEW YORK PUBLIC SERVICE COMMISSION 


Re Rochester Telephone Corporation 


Case 12193 
April 4, 1946 


wena by telephone company for authority to issue first 
mortgage bonds; matter deferred. For later proceeding, see 
post, p. 52. 


Security issues, § 105 — Sale price. 


1. A public utility corporation proposing to issue securities has a duty in 
the interest of its security holders to obtain the best price, and it is the 
duty of the Commission to see that the best price is obtained, p. 48. 


Security issues, § 48 — Incomplete financing plan — Absence of competitive bid- 


ding. 


2. Action on a telephone company’s petition for authority to issue bonds 
for refunding outstanding bonds should be deferred, and the company given 
an opportunity to present a complete program and to give further consid- 
eration to competitive bidding, where there are other financial matters 
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RE ROCHESTER TELEPHONE CORP. 


besides the refunding of the bonds which should be considered, a change- 
over from manual to automatic switching involving a considerable sum is 
contemplated, and the proposed plan a a private sale without 
competitive bidding, p. 48. 


Mortgages, § 5 — Terms — Bond refunding. 

Description of provisions of new mortgage of telephone corporation pro- 
posed in connection with a petition for authority to issue bonds for refund- 
ing, p. 34. 

Depreciation, § 76 — Telephone property — Change to automatic system. 
Discussion of depreciation rates and changes in the case of a telephone com- 
pany proposing to provide for retirement of property in connection with 
changeover to dial operation, p. 41. 

Security issues, § 112 — Competitive bidding. 

Approval by New York Commission of the principle of competitive bidding, 
p. 48. 
(Eppy, Commissioner, dissents.) 


¥ 


APPEARANCES; Philip Halpern, is manually operated but the corpora- 


Counsel (by Laurence J. Olmsted, As- 
sistant Counsel), for the Public Serv- 
ice Commission; Nixon, Hargrave, 


Middleton and Devans (by Justin J. 
Doyle), 


Rochester, Attorney, for 
Rochester Telephone Corporation; 
John P. Boylan, former President and 
now Chairman of Board of Directors 
of Rochester Telephone Corporation, 
Rochester. 


3URRITT, Commissioner: The 
Rochester Telephone Corporation, a 
domestic corporation, commenced 
operations on August 1, 1921, at 
which time it acquired certain prop- 
erties which were theretofore owned 
and operated by Rochester Telephone 
Company and New York Telephone 
Company. It now owns a telephone 
system in all or parts of six counties 
in western New York which are part 
of Rochester’s tributary area. At 
December 31, 1945, the corporation 
had 139,710 telephone stations serv- 
ing an estimated population of 540,- 
000. At the present time the system 


tion is in the process of changing over 
to dial operation, a program which 
will take several years to complete. 
By a petition received October 13, 
1945, Rochester Telephone Corpora- 
tion requested authority to issue at 
par (under a new bond indenture) 
$6,238,000 principal amount of new 
2? per cent first mortgage bonds and 
use the avails thereof to refund 
$1,238,000 principal amount of pres- 
ently outstanding series E 2} per cent 
first mortgage bonds maturing Octo- 
ber 1, 1960, and $5,000,000 principal 
amount of presently outstanding 
series F 34 per cent first mortgage 
bonds maturing July 1, 1961. All of 
the presently outstanding first mort- 
gage bonds are owned by insurance 
companies. Through arrangements 
made by investment bankers, the peti- 
tioner proposed to sell at private sale 
to institutional investors (at par and 
accrued interest from October 1, 
1945) the $6,238,000 of new 2} per 
cent first mortgage bonds, provided 
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approval could be obtained by Novem- 
ber 30, 1945. The record shows that 
the corporation’s stockholders had ap- 
proved the proposed mortgage. A 
hearing was held in Rochester on No- 
vember 9, 1945, at which time the pe- 
titioner presented testimony and ex- 
hibits on these proposals. 

A preliminary investigation by the 
Commission’s staff indicated the need 
of a more thorough examination of 
the corporation’s books, records, and 
properties than could be made in the 
short time available before November 
30, 1945, and also indicated that by 
delaying the refunding proposals un- 
til after January 1, 1946, the corpora- 
tion would save $50,000 in call premi- 
ums on the present outstanding bonds. 
The corporation was so advised, and 
the petition was laid over for investi- 
gation by the Commission’s staff and 
later consideration. 

The record shows that this neces- 
sary deferment by the Commission 
has resulted in a further potential 
benefit to the corporation for it has 
now been able to make arrangements 
to sell privately to institutional inves- 
tors at par and accrued interest from 
April 1, 1946, $6,238,000 of new pro- 
posed first mortgage bonds with an 
interest rate of 2} per cent instead of 
the 23 per cent under its original 
proposal. In order to accomplish this, 
the new proposals require Commis- 
sion approval prior to April 30, 1946. 
Accordingly, a public hearing was 
held in Rochester on March 26, 1946, 
at which time additional evidence was 
presented by the petitioner and mem- 
bers of the Commission staff on the 
revised proposals. 
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Present Outstanding Securities 


The following shows the amounts 
of outstanding securities of the 
Rochester Telephone Corporation as 
of December 31, 1945, all of which 
have been issued under various orders 
of the Commission: 


Bonds 

First and Refunding Mortgage 
Series E bonds, 24% dated Oc- 
tober 1, 1935 and maturing 
October 1, 1960 

First and "Refunding 
Series F bonds, 34% dated 
1. 1936 and maturing July 1 
961 


Total Mortgage Bonds 


Capital Stock 
44% First Preferred Cumulative 

Series A ($100 par per share) $2,282,600 
Premium on Series A Preferred 

Stock 22,826 
= Stock ($10 par per 


Total Capital Stock 


Total Mortgage Bonds and Capi- 


tal Stock $13,543,426 


In addition the corporation has out- 
standing a $1,200,000 unsecured 2 
per cent demand note and a $1,600, 
000 unsecured 4 per cent demand note 
making a total of $2,800,000 in de- 
mand notes for which it has, in an- 
other case (Case 12149) petitioned 
the Commission for authority to is- 
sue $2,800,000 principal amount of 
15-year 23 per cent debentures (to 
mature September 1, 1960) and in- 
tends to use the avails thereof to pay 
off these demand notes. However, 
at the March 26, 1946, hearing, the 
petitioner’s counsel requested that 
Commission action on Case 12149 be 
deferred for the present. He indicat- 
ed that the corporation has now decid- 
ed to give further study to the sug- 
gestion contained in an earlier Com- 
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RE ROCHESTER TELEPHONE CORP. 


mission memo (memo approved De- 
cember 3, 1941, in Cases 10087, 
10374, 10405, and 10443), that it 
give consideration to the issuance of 
stock for the payment of these bank 
notes, and also to consider the effect 
of issuing either debentures or stock 
upon the corporation’s capital struc- 
ture. 


Proposed Bond Refunding 


The petitioner now proposes to re- 
fund the total $6,238,000 principal 
amount of presently outstanding 2} 
per cent series E and 34 per cent 
series F ‘refunding mortgage bonds 
with a new issue of $6,238,000 first 
mortgage 24 per cent series A bonds 
(maturing April 1, 1981) to be sold 
privately at par and accrued interest 
from April 1, 1946. 

During the past year the Commis- 
sion has in all cases required that such 
issues of securities as herein request- 
ed be sold under competitive bidding. 
Such a procedure, while requiring 
Security & Exchange Commission 
registration with the expense of pre- 
paring prospectus and registration 
statements, filing fees, etc., together 
with many other expenses of issue, 
has however uniformly resulted in the 
issuance of bonds at a low interest rate 
and a favorable price to the utility and 
the public. The usual practice has 
been for the successful bidders in such 
cases to then make a public offering 
of the bonds at a price slightly in ex- 
cess of the price paid to the utility. 

The Rochester Telephone Corpora- 
tion claims that the proposals offered 
herein are so favorable to it that it is 
very doubtful if much, if any, advan- 
tage could be obtained by requiring 
that these bonds be sold on a competi- 


[3] 


tive bidding basis. The total amount 
of the issue is relatively small as are 
also the petitioner’s estimated ex- 
penses in connection therewith where- 
as the expenses of issue under com- 
petitive bidding would be greater. 
The proposed $6,238,000 of bonds are 
being sold direct to institutional in- 
vestors at par and accrued interest 
from date of issue. The record shows 
the proposed purchasers to be as fol- 
lows: 


Bankers Trust Company (NY) as 
trustee of various pension trusts $3,100,000 
The Mutual — Insurance Com- 
pany of N. 
Bankers Trust Go: (NY) as trus- 
tee of International Harvester 
Company pension trusts 
State of Wisconsin—State Annuity 
and Investment Board 


It is a reasonable assumption that 
those new bonds, like the present 
bonds, will be held as investments by 
the respective purchasers and will not 
be redistributed to the general public. 
Of the present total of $6,238,000 
series E and F bonds outstanding, the 
Metropolitan Life Insurance Com- 
pany owns $3,738,000 representing 
all of the series E and one-half of the 
series F bonds. The Mutual Life In- 
surance Company, which now owns 
$2,500,000 representing one-half of 
the 34 per cent series F bonds out- 
standing, proposes now to purchase 
$2,800,000 of the new 24 per cent 
series A first mortgage bonds in 
place of their holdings of series F 
bonds. 

The record shows that there will be 
an annual saving in interest of $54,- 
642.50 if the proposed refunding is 
carried out. To effect this saving the 
corporation will have to pay out 
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$246,425 in premium and $43,996.87 
in duplicate interest to retire the 
present series E and F bonds and 
$86,218.30 in expenses for the pro- 
posed new series A bonds. Thus the 
corporation proposes to pay out a 
total of $376,640.17 to effect an an- 
nual saving of $54,642.50 in interest 
charges so that about seven years 
would be required for the savings to 
equal this cost. 

The petitioner claims that the pro- 
posed refunding program is sound, is 
beneficial to the corporation, and is 
in the public interest. One of the peti- 
tioner’s principal claimed advantages 
to the corporation in this proposed 
program is the fact that the new 
series A bonds will be issued under a 
new mortgage indenture. The pres- 
ent 25-year-old bond indenture limits 
the amount of bonds to be issued to 
$10,000,000 principal amount and has 
been described by petitioner’s witness- 
es as not a modern workable instru- 
ment whereas the new proposed bond 
indenture is considered by petitioner 
to be a modern “open end” type with 
no limit as to the amount of bonds 
which can be issued under it. It was 
claimed that the new indenture affords 
room for growth as it has sufficient 
flexibility to cover any future bonding 
requirements of the corporation. 

The corporation plans to issue and 
sell the $6,238,000 of new 24 per cent 
series A bonds (to be dated April 1, 
1946) on April 30, 1946. The 
$5,000,000 of presently outstanding 
series F 34 per cent bonds are callable 
at 104 after sixty days’ notice on the 
‘next interest date which is July 1, 
1946. To call these series F bonds 
will therefore require the payment of 
$200,000 in premium and sixty days’ 
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double interest amounting to $29, 
166.67. The $1,238,000 of presently 
outstanding series E 2} per cent bonds 
are callable at 1033 after sixty days’ 
notice and therefore could be called 
on the interest date of October 1, 
1946. To call these series E bonds 
will require the payment of $46,425 in 
premium and five months double in- 
terest, or $14,830.20. The corpora- 
tion will thus have to pay out $246, 
425 in premiums and $43,996.87 in 
double interest or a total of $290,421.- 
87 in calling the present outstanding 
series E and F bonds as proposed. 
Due to the different interest rates, in- 
terest dates, and principal amounts of 
the present series F and E bonds, less 
double interest is required if the re- 
funding is carried out near a date 
upon which the $5,000,000 of 34 per 
cent series F bonds can be called. 


Proposed New Mortgage 


The’ proposed new first mortgage 
24 per cent bonds, series A, due April 
1, 1981, are to be issued under and 
secured by a new mortgage trust in- 
denture from the Rochester Telephone 
Corporation to the Lincoln Rochester 
Trust Company, as trustee, dated 
April 1, 1946, which date will also be 
the date of the bonds. When all of 
the present series E and F bonds have 
been redeemed, the corporation will 
satisfy and discharge of record the 
mortgage trust indenture dated July 
1, 1921, covering these bonds to be 
redeemed. 

The new mortgage will constitute 
a direct lien on all property (both real 
and personal), rights, and franchises 
now owned or in which an interest is 
now held or may be hereafter acquired 
or possessed by the Rochester Tele- 
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phone Corporation. This includes all 
franchises, lands, buildings, plants, 
systems, structures, machinery, mate- 
rials and supplies, tools, furniture, 
telephone and telegraph lines, switch- 
boards, wires, cables, poles, conduc- 
tors, subways, conduits, stations, sta- 
tion equipment, etc. The lien excludes 
(except in case of default) all cash, 
all bills, notes and accounts receivable, 
all securities held, all materials, 
supplies, and equipment held for 
sale by the corporation and all 
materials and supplies consumable in 
the corporation’s operations. It also 
excludes all the property, rights, and 
franchises of any other corporation, 
the securities of which are owned by 
the Rochester Telephone Corporation. 

The corporation has the right, when 
not in default, to the free possession 
and use of the mortgaged property 


and to sell and dispose of worn out 
or obsolete property (except land and 
buildings) which is to be replaced or 
for which is to be substituted an equal 
amount of property acquired after 
April 1, 1946, or cash deposited with 


the trustee. The corporation may ex- 
change its mortgaged property (ex- 
cept land and buildings) for other 
property of an equal fair value but 
any cash it receives in any such ex- 
change must be deposited with the 
trustee. It may seli or otherwise dis- 
pose of its mortgaged property (ex- 
cept land and buildings) up to a fair 
value of $50,000 provided the fair val- 
ue of such property sold or disposed of 
ina year does not exceed one per cent 
of the amount of bonds then outstand- 
ing. Any cash received from such a 
transaction must be deposited with 
the trustee. The mortgage provides 
for the release of property covered by 


the lien under certain specified condi- 
tions outlined in the proposed mort- 
gage including the taking of property 
by eminent domain. 

Under the indenture the corporation 
is free to effect a consolidation, 
merger, or sale of its properties pro- 
viding it is not in default on the bonds 
and the lien of the mortgaged property 
is not impaired thereby. It can also 
merge into itself or acquire property 
of another corporation. The proposed 
mortgage may be modified (under cer- 
tain conditions) by a vote of holders 
of two-thirds of the principal amount 
of outstanding bonds. 

Under the indenture, bonds may be 
issued in one or more series as author- 
ized by the corporation’s board of di- 
rectors from time to time. They are 
not limited as to principal amount ex- 
cept as provided in the mortgage. The 
bonds of series A shall be designated 
“First Mortgage 2} per cent Bonds, 
Series A.” Series A bonds or bonds 
of any other series may be issued in 
an aggregate principal amount of $6,- 
738,000. In addition bonds of one or 
more series may be issued up to an 
aggregate principal amount not ex- 
ceeding 70 per cent of the Bondable 
Value of Additions to Telephone 
Plant provided an earnings test is met. 
The definition given of Telephone 
Plant and Additions to Telephone 
Plant includes Telephone Plant in 
Service and Under Construction, 
Property Held for Future Use, and 
Telephone Plant Acquisition Adjust- 
ment Accounts. The Bondable Value 
of Additions to Telephone Plant is 
determined by a formula which in- 
cludes the excess of gross additions 
over retirements plus ten-sevenths of 
bonds heretofore issued on this basis 
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and ten-sevenths of cash either with- 
drawn to deposit with trustee for ad- 
ditional bonds or in connection with 
the maintenance requirements as well 
as the fair value of additions which 
have been released from the lien. 
Bonds of one or more series may be 
issued for bonds which have been pre- 
viously issued but which are being 


canceled or redeemed by depositing 


the necessary cash with the trustee. 
They may also be issued by just de- 
positing cash with the trustee for this 
purpose. 

The new mortgage provides for vol- 
untary redemption by the corporation 
in whole or in part of the new series 
A bonds on not less than thirty nor 
more than sixty days, mailed notice or 
publication. Under the terms of the 
indenture the redemption prices exclu- 
sive of accrued interest for the series 
A bonds will be as follows: 

Prior to April 1, 1948, at 103.0 and 
on and after April lst of each year as 
follows : 


1964 at 
1965 at 
1966 at 
1967 at 
1968 at 
1969 at 
1970 at 
1971 at 
1972 at 
1973 at 
1974 at 
1975 at 100.5 
1976 at 100.4 
1977 at 100.3 
1978 at 100.2 
1979 at 100.1 
1980 at 100.0 


101.5 
101.4 
101.3 
101.2 
101.1 
101.0 
100.9 
100.8 
100.8 
100.7 
100.6 


102.9 
102.8 
102.7 
102.6 
102.5 
102.4 
102.3 
102.2 
102.2 
102.1 
102.0 
101.9 
101.8 
101.7 
101.6 
101.5 


1948 at 
1949 at 
1950 at 
1951 at 
1952 at 
1953 at 
1954 at 
1955 at 
1956 at 
1957 at 
1958 at 
1959 at 
1960 at 
1961 at 
1962 at 
1963 at 


The indenture provides that all 
moneys received from the condemna- 
tion or taking of the corporation’s 
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property by the right of eminent do- 
main shall be deposited with the trus- 
tee for the redemption of bonds. 

The proposed mortgage indenture 
does not provide for any debt retire- 
ment, improvement, or sinking fund. 
It does, however, require that ade- 
quate reserves for depreciation be 
maintained. It further provides that 
commencing with the calendar year 
1947, so long as any of these bonds 
are outstanding, the maintenance ex- 
pense of the mortgaged property 
should amount to at least 25 per cent 
of the gross operating revenues de- 
rived from this property during such 
year. If in any year the maintenance 
expenses fail to meet this 25 per cent 
test, then the corporation is required 
to make up any deficient amount by 
either certifying to the trustee a suff- 
cient amount of gross additions, de- 
positing sufficient cash with the trustee 
or depositing with the trustee suff- 
cient bonds for cancellation. 

While the indenture initially pro- 
vides for the issuance of $6,738,000 
principal amount of series A or other 
series bonds, it is proposed to initially 
issue $6,238,000 principal amount as 
first mortgage 2} per cent bonds, 
series A, 


Balance Sheet 


Exhibit 14 shows the Rochester 
Telephone Corporation’s balance sheet 
per books as of December 31, 1945, 
from which Table 1 has been pre- 
pared. Referring to the assets side of 
Table 1, the $25,652,348 of telephone 
plant in service consists of the follow- 
ing amounts in the respective property 
accounts : 
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Account Property Amount 


207 Right of Way $271,860.51 
211 Land 206,116.32 
212 1,370,074.57 
221 Central Office Equip- 
ment 4,854,983.18 
231 Station Apparatus ... 3,102,912.55 
232-233 Station Installations, 
Drop Block 
Wires 2,181,637.99 
234-235 Other Station Equip- 
ment 1,227,422.35 
241 2,769,644.62 
242 Cable 5,976,977.11 
243 Aerial Wire 872,839.10 
244 Underground Conduit 2,267,565.89 
261 Furniture and Office 
Equipment 272,231.44 
Vehicles and Other 
Work Equipment .. 


and 


278,082.38 


Total Telephone 

Plant in Serv- 
i $25,652,348.01 
The balance of the items included in 
the total investment group on Table 1 
only amounts to $32,344 of which tel- 
ephone plant under construction ac- 
counts for nearly $27,000. Of the 
$3,520,190 of current assets about 60 
per cent represents cash, special cash 
deposits and temporary cash invest- 
ments totaling $2,122,045. Other 
current assets amounting to $1,052,- 
773 consist of working funds, notes 
receivable, amounts due from cus- 
tomers and agents (amounting to 
$996,780) accounts receivable, and in- 
terest and dividends receivable. The 
$366,745 of prepaid accounts and de- 
ferred charges includes prepaid taxes, 
insurance, and directory expense 
amounting to a total of $161,814 and 
other prepaid items as well as any 
other deferred charges including $49,- 
092 of preferred capital stock expense 
which is being amortized and $35,597 
discount on long-term debt. This 
group also includes $78,006 of in- 

surance and other funds. 


On the liability side of the balance 
sheet shown on Table 1 the $5,000,- 


000 of common capital stock repre- 
sents 500,000 shares of a par value of 
$10 each. Dividends at the rate of 
8 per cent per annum are currently be- 
ing paid on this common stock. The 
$2,282,600 of preferred capital stock 
consists of 22,826 shares of a par val- 
ue of $100 each. This is a 44 per cent 
cumulative preferred stock. The 
$22,826 of premium on capital stock 
represents the premium realized ($1 
per share) when the above preferred 
stock was issued. 

The funded debt on Table 1 repre- 
sents the amount of bonds which it is 
now proposed to refund. The $2,- 
800,000 of notes payable have previ- 
ously been described. The corpora- 
tion has petitioned (Case 12149) to 
issue 23 per cent debentures so as to 
pay these bank notes off but has now 
asked that action on this be deferred 
for the present (supra). 

The $981,584 of other current lia- 
bilities was shown to include accounts 
payable ($718,532), customers de- 
posits ($15,487), matured long-term 
debt ($810), advanced billing and 
payments ($176,870), and other cur- 
rent liabilities ($69,886). The $854,- 
961 of accrued liabilities not due was 
indicated to consist of taxes accrued 
($631,850) and unmatured interest, 
($96,398), dividends ($125,679), and 
rents ($1,034). The $212,143 of de- 
ferred credits was shown to consist 
of premium on long-term debt, other 
deferred credits and contributions to 
telephone plant, the latter amounting 
to $210,934. 

The depreciation reserve of $8,- 
867,067 amounts to 38.1 per cent of 
the total shown for telephone plant in 
service less land, station installations, 
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and drop and block wires. The $2,- 
197,111 surplus is only slightly great- 


er than the total of cash and cash in- 


vestments included on the assets side. 


Taste I—Balance Sheet of Rochester Telephone Corporation 
Per Books as of December 31, 1945 (Rounded Dollars) 


Assets end Other Debits 
Telephone plant in service 
Telephone plant under construc- 

tion 
Telephone plant acquisition ad- 
justment 
Other investments 
Miscellaneous physical property 


Total Investments $25,684,692 


Cash and special cash deposits.. $1,772,045 
Temporary cash investments ... 350,000 
Materials and supplies 345,372 
Other current assets 1,052,773 


Total Current Assets $3,520,190 


Prepaid Accounts and Deferred 


MR oceéecceeueseceuese $366,745 


Total Assets and Other Debits ... $29,571,627 
Original Cost 


In accordance with the Commis- 
sion’s Uniform System of Accounts 
for Telephone Corporations effective 
January 1, 1936, the investment in 
telephone plant is required to be stat- 
ed at its original cost in the financial 
statements of the Rochester Telephone 
Corporation. Original cost as applied 
to telephone plant, franchises, patent 
rights, and rights of way, means the 
actual money cost of (or the current 
money value of any consideration oth- 
er than money exchanged for) prop- 
erty at the time when it was first dedi- 
cated to the public use whether by the 
accounting company or by a predeces- 
sor public utility. 

In order to ascertain whether or not 
the balance sheet presented by the 
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Liabilities and Other Credits 
Capital stock—common .. 
Capital stock—preferred 
Premium on capital stock 


Total Capital Stock 
Funded Debt ........ cecccsees $6,238,000 


Notes payable 
Other current liabilities 


Total Current Liabilities .. $3,781,584 


Total accrued Liabilities Not 
Due 


Insurance reserve 
Provident reserve 


Total Reserves .cccccevess $8,982,402 
$2,197,111 
Total Liabilities and Other Credits $29,571,627 


petitioner contained any impairments 
to the financial structure of the corpo- 
ration, members of the Commission’s 
staff made examinations of the books 
and records of the petitioner and 
reported thereon. Mr. James T. 
Maynes, of the Commission’s account- 
ing division, testified that he had ex- 
amined the books and records of the 
corporation and its balance sheet as of 
December 31, 1945. In connection 
with prior cases before this Commis- 
sion, a similar examination had been 
made as of December 31, 1942. 
$25,652,348 is the amount of tele- 
phone plant in service shown on the 
corporation’s books December 31, 
1945. Mr. Maynes testified that he 
had made a spot check of all additions 
and retirements made in this telephone 
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property account from January 1, 
1943, to December 31, 1945, and 
found them generally correct except 
as indicated by the Commission’s tel- 
ephone engineer (infra). A similar 
examination had already been made 
for the property accounts prior to Jan- 
uary 1, 1943. The amount of tele- 
phone plant in service represents the 
major portion of the total assets of the 
corporation. Mr. Maynes testified as 
to his examination of the other asset 
accounts and also the accounts shown 
on the liability side of the balance 
sheet. As a result of this examination 
of the Commission’s accounting divi- 
sion an adjustment was proposed. 
It was found in connection with the 
abandonment and sale of one of the 
corporation’s small central offices that 
a loss of $1,410.02 on a building had 
been charged against surplus when it 
should have been charged to the de- 
preciation reserve. Mr. Maynes 
therefore recommends that $1,410.02 
be added to the amount of surplus 
shown on the corporation’s December 
31, 1945, balance sheet (Table 1) and 
a similar amount be deducted from the 
amount shown thereon in the depre- 
ciation reserve. 

Mr. Ward Hinman, chief telephone 
engineer of the Commission, testified 
and presented exhibits with respect 


to the corporation’s telephone plant 
accounts. This examination like- 
wise covered the period from January 
1, 1943, to December 31, 1945. In 
Exhibit 15 Mr. Hinman gave the de- 
tails of certain adjustments proposed 
by the telephone bureau. As _ the 
amounts involved are small in propor- 
tion to the size of the telephone plant 
accounts, the details will be omitted 
herein and a summary only presented. 
In connection with Mr. Hinman’s tes- 
timony it is important to note that 
practically no cross-examination was 
conducted by the petitioner’s counsel. 

In connection with the $25,652,- 
348.01 amount shown on the corpora- 
tion’s books for telephone plant in 
service as of December 31, 1945, Mr. 
Hinman recommends a net credit of 
$7,533.18. In checking the additions 
and retirements the telephone bureau 
found differences in costs in connec- 
tion with certain contributions and 
purchases of telephone plant, as to 
which it endeavored in all cases to de- 
termine or estimate the original cost. 
The smallness of the amounts involved 
makes unnecessary any detailed dis- 
cussion of them in this memorandum, 
but they are all minutely described in 
Exhibit 15. They are summarized in 
Exhibit 15 as follows: 


Telephone Plant 


Book balance, December 31, 1945 ........... 


Adjustments proposed by Telephone Bureau: 


Pole Lines, Exchange 
Contributed telephone plant .... 
Telephone plant purchased 
Aerial Wire, Exchange 
Contributed Telephone Plant 


occescccecsocevcee coscceseseces $25,652,348.01 


$3,126.14 
$5,250.31 8,232.11 


1,425.24 
$5,250.31 $12,783.49 





Net Proposed Credit .......ccsecscees pbidaWue Wihde 6 660 ek eenenehueleaweua® $7,533.18 
Adjusted Balance, December 31, 1945 .........eee0e gousewseunebees $25,644,814.83 
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On Table 1 an amount of $2,054 is 
shown in the acquisition adjustment 
account on the corporation’s balance 
sheet. This amount represents the 
estimated net balance resulting from 
the purchase of a toll line plant from 
the New York Telephone Company 
in 1940, purchases of partial owner- 
ship poles from 1941 through 1945, 
and full purchase of small pole lines 
in 1941 and 1942. The estimated 
original cost and estimated deprecia- 
tion reserve requirement was put on 
the corporation’s books at the time of 
purchase and the difference between 
these two amounts and the purchase 


Assets 
Telephone Plant in service 
Telephone Plant Acquisition Adjustments 


Liabilities 
Depreciation Reserve (Accounting Division) 
Depreciation Reserve (Telephone Bureau) 
Contributions of Telephone Plant 
Surplus 


As these adjustments are of such a 
minor character they have not been 
shown on Table I but should be con- 
sidered in connection therewith. 
(See Appendix 1—Adjusted Balance 
Sheet. ) 

Neither of the Commission’s staff 
witnesses knew whether or not the 
corporation had completed its contin- 
uing property record. Mr. Hinman 
stated that in his opinion, with the ex- 
ception of about $1,500,000, repre- 
senting property acquired by the cor- 
poration in 1921 and placed on its 
books at depreciated value, the 
amounts shown on the corporation’s 
books in its property accounts, with 
minor exceptions, were stated at orig- 
inal cost. While Mr. Hinman had 
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price was charged to Telephone Plant 
Acquisition Adjustment Account. As 
these amounts are small and the de- 
preciation reserve requirement is 
largely an estimate, Mr. Hinman 
recommends that the amount of $2,- 
053.84 shown in the Telephone Plant 
Acquisition Adjustment Account be 
eliminated by corresponding adjust- 
ments and debited to the depreciation 
reserve. 

The following summary shows the 
balance sheet adjustments recommend- 
ed by both the Commission’s ac- 
counting division and __ telephone 


Credit 





$1,410.02 

$1,410.02 
made no study to determine the orig- 
inal cost of this $1,500,000 of proper- 
ty acquired in 1921, Mr. Morrison, 
vice president and chief engineer of 
the Rochester Telephone Corporation, 
testified that of this $1,500,000 total, 
the present plans of the corporation in 
changing over to dial operation pro- 
vided for retirement of some $700,000 
to $800,000, or one-half of this prop- 


erty, in the next two years. 





Depreciation 


Mr. Hinman made an examination 
and a study of the depreciation reserve 
of the Rochester Telephone Corpora- 
tion for the purpose of determining 
the adequacy of the reserve book bal- 
ance on December 31, 1945, with par- 
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ticular reference to the adequacy of 
past and future depreciation accruals 
in view of the corporation’s program 
of conversion to dial operation. 

Mr. Hinman presented in Exhibit 
16 the annual depreciation rates for 
the various property accounts. This 
exhibit shows the annual rates in use 
by the corporation on January 1, 
1935, and certain subsequent dates. 
On June 1, 1935, the rates were re- 
duced and these reduced rates were 
used up to January 1, 1943, when the 
annual rate of 1.5 per cent used for 
buildings was increased to 2.0 per cent 
and the 15.0 per cent for transporta- 
tion equipment was reduced to 5.0 
per cent. These revised rates re- 


mained in effect up to July 1, 1945, at 
which time the corporation increased 
the annual 
equipment, 


rates on central office 
station apparatus, ex- 
change aerial cable, and main and 
subsidiary underground conduit. 
These increased rates were designed 
to provide for the retirement of prop- 
erty in connection with the proposed 
changeover to dial operation. 

Mr. Hinman presented in Exhibit 
17 his estimate of the corporation’s 
depreciation reserve requirement as 
of December 31, 1945. His estimated 
depreciation reserve requirement of 
$8,753,851 is $113,216, or 1.3 per 
cent less than the $8,867,067 shown 
as the depreciation reserve balance 
shown on the corporation’s books. In 
fact, as Mr. Hinman pointed out, this 
difference would be further reduced 
if some of the recommended adjust- 
ments previously described were to be 
made. 

Mr. Hinman testified to the method 
he had used in arriving at his depre- 
ciation reserve requirement estimate. 


From the gross additions and book 
balances of the depreciable plant ac- 
counts he developed turnover periods 
for which he computed the average 
age at the end of the period. He then 
corrected this age for the effects of 
growth and mortality dispersion to 
obtain an estimated average age of 
the property account as of December 
31, 1945. Using this estimated aver- 
age age, together with the annual de- 
preciation rates currently in use by the 
corporation, he obtained the “depre- 
ciation ratios” shown on his Exhibit 
17, which he used together with a re- 
serve requirement chart for general- 
ized life tables to obtain the deprecia- 
tion reserve requirement in per cent. 
He then applied these depreciation re- 
serve requirement percentages to the 
plant balances to obtain the dollar 
amounts of the depreciation reserve 
requirement. 

The method used by Mr. Hinman 
in obtaining his depreciation reserve 
requirement estimate is essentially the 
same as has been used by the staff of 
the Commission for many years. In 
fact the generalized life tables and ad- 
justments for growth and mortality 
dispersion were originally developed 
and have been testified to by members 
of the staff of the Commission. Mr. 
Hinman testified that the present (De- 
cember 31, 1945) depreciation reserve 
balance of $8,867,067 on the corpora- 
tion’s books, which is very slightly in 
excess of his computed reserve re- 
quirement of $8,753,851, is in his 
opinion adequate and proper. 

In his study of depreciation Mr. 
Hinman gave consideration to anoth- 
er factor. The corporation is embark- 
ing on an extensive 12-year program 
of complete changeover from manual 
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to machine switching (dial) opera- 
tion. This program provides for the 
conversion of the Stone Central Of- 
fice, one of its two downtown offices, 
in 1947, and of the Main Central Of- 
fice (the other downtown office) in 
1948. The conversion of the remain- 
ing six offices is spread over the fol- 
lowing years, the last one being sched- 
uled for conversion in 1958. 

In making this conversion three 
telephone plant accounts will be large- 
ly affected, namely, buildings, central 
office equipment, and station appara- 
tus. Considerable amounts of present 
property in these accounts will have 
to be retired in the future to take care 
of the changeover program, and the 
question arises as to the adequacy of 
the depreciation reserve balances and 
future accruals. Mr. Hinman care- 
fully studied the corporation’s plans 
and program. He found that its plans 
call for modification of present build- 
ings so as to-utilize them for the new 
machine switching apparatus, and as 
far as buildings were concerned, he 
concluded that the present deprecia- 
tion reserve associated with buildings, 
plus the future depreciation accruals 
at the current 2 per cent rate, would 
be adequate. 

In the case of central office equip- 
ment, the problem was slightly more 
difficult. Here Mr. Hinman obtained 
an estimate of the additions to the 
manuals equipment that would be re- 
quired according to the scheduled 
dates of conversion. Much of 
this equipment will be that re- 
leased from other converted loca- 
tions. Mr. Hinman computed (at 
the current 5 per cent annual rate) the 
future depreciation accruals on exist- 
ing equipment and on the estimated 
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additions thereto from December 31, 
1944, to the respective scheduled 
date of conversion for each of the 
central offices. He then computed the 
retirement loss and found that the 
present depreciation reserve. associat- 
ed with the central office equipment 
plus future depreciation accruals at 
the current annual rate (5 per cent) 
will very nearly equal the retirement 
losses to be sustained by the retire- 
ment of the manual central office 
equipment. He presented in Exhibit 
18 his computations on this account. 

Mr. Hinman also studied the sta- 
tion apparatus account in a similar 
manner, obtaining from the corpora- 
tion its estimates of converting the 
telephones to dial operation and the 
number of telephones that will be re- 
tired from service and junked each 
year. As with the other two previous- 
ly described accounts Mr. Hinman 
found that the present depreciation re- 
serve for station apparatus, plus fu- 
ture depreciation accruals at present 
annual rates, will be adequate to take 
care of the retirement losses due to 
the changeover to dial operation. 


In connection with these studies 
Mr. Morrison, witness for the corpo- 
ration, testified that while it was the 
corporation’s intention to continue its 
present annual depreciation rates and 
apply them in the future to the prop- 
erty which was in service on Decem- 
ber 31, 1945, it intends to apply low- 
er annual depreciation rates to the new 
dial equipment which will be installed. 

Summarizing the results of Mr. 
Hinman’s investigation of deprecia- 
tion, he found that the present depre- 
ciation reserve balance is adequate to 
take care of the retirement losses to 
result from the proposed changeover 
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to dial operation, provided that the 
current annual rates of depreciation 
are continued for the present sur- 
viving property during the entire pe- 
riod of conversion. 


Income Statement 


Table II shows the income state- 
ment (in rounded dollars) of the 
Rochester Telephone Corporation for 
the twelve months ending December 
31, 1945. 


Taste II 
Rochester Telephone Corporation 


Income Statement for 12 Months Ending 
December 31, 1945 
(Rounded Dollars) 


Local service revenues 
Toll service revenues 
Miscellaneous revenues 


$5,792,264 
1,191,411 
341,265 


Total Telephone 
Revenues 


Operating 
$7,324,940 


Maintenance expenses $1,159,080 

Depreciation 

Traffic expenses 

Commercial expenses 

General office salaries and ex- 
penses 

Other operating expenses 361,675 

Total Telephone Operating 
Expenses $4,955,959 

Net Telephone 
Revenues 


Operating 


$4,402 
1,157,569 


Uncollectible operating revenues 
Operating taxes 


Total Deductions from Oper- 


ating Revenues $1,161,971 


Net Operating Income $1,207,010 

Other income 

Miscellaneous 
income 


deductions 
256,575 


Net Nonoperating Income .. 


$249,131R 


43 


Income Available for Fixed 
Charges 


Interest on funded debt 
Other interest deductions 
Other deductions 


Total Fixed Charges 


$210,593 
90,103 
2,314 


$303,010 


Balance Net Income 


R=Red figure 


The $748,347 shown for deprecia- 
tion represents 3.22 per cent of the 
total telephone plant in service (less 
land, station installations, and drop 
and block wires) indicated on the bal- 
ance sheet at the end of 1945. Table 
II shows $957,879 available for fixed 
charges which is equivalent to meeting 
the present $210,593 interest on fund- 
ed debt 4.55 times. The reduction in 
bond interest which would result from 
the proposed mortgage debt refunding 
would reduce the $210,593 interest on 
funded debt by $54,643 or nearly 26 
per cent. On this basis the interest on 
funded debt would be covered 6.14 
times. 

The $654,869 balance of net income 
shown on Table II as available for 
dividends covers the dividend require- 
ments on the 22,826 shares of 44 per 
cent cumulative preferred stock 6.4 
times. After the preferred dividends 
the amount available for the common 
stock based on Table II amounts to 
$1.10 per share on the 500,000 shares 
of common stock outstanding. Divi- 
dends of 80 cents are now being paid. 
These earnings shown for the pre- 
ferred and common stock will be 
slightly improved if the reduction in 
bond interest to result from the pro- 
posed bond refunding takes place. Ex- 
hibit 14 shows the following com- 
parative net income for the twelve 
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months ending December 31st in the 
respective years: 


The financial statements as Pirin 
ed and shown in Tables I and II here- 
with appear to justify the proposed 
mortgage debt refunding which has 
been requested, provided no impair- 
ments to the financial structure of the 
corporation are found. 


Expenses of Issue 


The petitioner submitted in Exhibit 
10 an estimate of expenses to be paid 
in connection with the proposed mort- 
gage debt refunding. In addition to 
the $246,425 to be paid in redemption 
premiums and the $43,996.87 in 
double interest to be paid on the two 
present issues of mortgage bonds to 
be redeemed, the petitioner estimated 
the additional expenses to result from 
the issuance of the new bonds as fol- 
lows : 


~—_. mortgage tax on new inden- 


i ‘of The First Boston Corpora- 
tion for placing new issue (# of 
1%) 

Fees of the corporation’s counsel .. 

Federal issue tax on new series A 
bonds 

Fees of the purchaser’s counsel . 

Printing expense 

i and engraving of securi- 


Filing fee of Public Service Com- 
mission 
Miscellaneous and unforeseen ex- 


$86,218.30 


Estimated Total Expenses .... 


While many of the above expenses 
have been estimated the state mort- 
gage tax, the Federal issue tax and 
the Public Service Commission filing 
fee aggregating $39,075.80 or 45.3 
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per cent of the total represent items of 
known cost which are fixed by law. 
The petitioner’s estimate appears to 
have omitted any estimate of the costs 
and expenses to be assessed under 
§ 18a of the Public Service Law or 
trustees’ charges or auditors’ fees and 
expenses. It is believed that the $2,- 
500 total for Miscellaneous and un- 
foreseen expenses would not be suffi- 
cient to cover the possible additional 
expenses. In view of these omissions 
in the estimated total, it is suggested 
that the total estimate be increased 
from $86,218.30 to $90,000. 

Decision as to the reasonableness of 
these expenses must be reserved for 
later determination. When all costs 
now claimed by the petitioner are 
finally determined, they should be sub- 
mitted to the Commission for its ap- 
proval and disposition. Pending final 
determination, expenditures made 
may be carried in the balance sheet ac- 
count 139 “Other Deferred Charges.” 
The total costs of issuance of the 
bonds should not exceed $90,000. 

In connection with the above-esti- 
mated expenses, it should be pointed 
out that if the new bonds were to be 
sold on a competitive bidding basis in- 
stead of as proposed, additional ex- 
penses would be incurred for printing 
and other expenses for registration of 
the new series A bonds under the Se- 
curities Act of 1933 (as amended) 
and also for the qualification of the 
indenture under the Federal Trust In- 
denture Act of 1939. 


Summary and Discussion 


The evidence in this proceeding may 
be briefly summarized as follows: 

Although examinations by the 
Commission’s engineer and account- 
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ants reveal that there are some impair- 
ments in the balance sheet accounts, 
these were shown to be relatively 
minor in character and amounts. The 
depreciation reserve is found to be 
adequate and the present rates of de- 
preciation as recently revised by the 
company appear to be sufficient to pro- 
vide for the retirement of the property 
which will be made necessary by the 
proposed changeover to dial operation 
in the next few years. 

Under the terms of the mortgage 
no sinking fund is provided. The in- 
denture appears to be reasonably satis- 
factory. It further appears that con- 
siderable saving can be effected by re- 
funding of the series E and F bonds 
and the 4 per cent demand notes at 
this time and that the cost of such re- 
funding will not be unreasonable ex- 
cept perhaps as to the amount of the 
duplicate interest which the petitioner 
proposes to pay. 

Owing to the fact that the present 
mortgage is an old one with provi- 
sions that the bonds may be called 
only at interest dates and only upon 
sixty days’ notice, and that there are 
two issues of bonds bearing different 
interest dates, with a considerable in- 
terval of time between them, a large 
amount of duplicate interest appears 
to be unavoidable if the new bonds are 
issued as of the earliest call date in- 
stead of at or near the earliest due 
date. It is therefore suggested that 
the corporation give consideration to 
some plan either in the form of a 
guaranty or an insurance arrange- 
ment whereby the new bonds will not 
be issued until sometime shortly— 
perhaps ten days—before the earliest 
due date of the old bonds. 


The only question remaining for 


consideration is, whether or not the 
price at which the corporation pro- 
poses to sell the bonds is adequate, 
and all that it can reasonably secure. 
This important point requires further 
consideration. 

The Rochester Telephone Corpora- 
tion has arranged a private sale nego- 
tiated by the First Boston Corpora- 
tion of $6,238,000 of new series A 
bonds which it proposes to issue. 
Nearly one-half of the proposed issue 
would be taken by the Mutual Life In- 
surance Company of New York, one 
of the holders of the present series F 
34 per cent bonds, and the remainder 
by the Bankers’ Trust Company for 
various pension trusts—except for a 
small amount of $138,000 to be taken 
by the state annuity and investment 
board of the state of Wisconsin. This 
private sale was first arranged in Oc- 
tober, 1945, at a price of 23 per cent 
at par. Premiums of 3} per cent on 
the series E bonds and 5 per cent on 
the series F bonds were also to have 
been paid. 

As the application could not be 
passed upon until the Commission’s 
engineers and accountants had ex- 
amined the property, books, and rec- 
ords, further hearing was deferred to 
March, 1946. At the hearing on 
March 26, 1946, the corporation 
asked to amend its petition so as to 
sell the series A bonds at 24 per cent. 
This would effect a net annual saving 
of $15,595 in bond interest over the 
original proposal. Moreover, the re- 
demption premium on the series E 
bonds dropped 1 per cent or from 5 
per cent to 4 per cent in January, 
1946, so that an additional saving of 
$50,000 in premiums was effected as 
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a result of deferred consideration of 
the application. 

At the hearing on November 9, 
1945, Mr. John P. Boylan, then presi- 
dent and now chairman of the board 
of the Rochester Telephone Corpora- 
tion, testified that the price of 2} per 
cent for series A bonds “appears to be 
as low as we can reasonably expect to 
obtain.” Mr. Charles C. Glavin, vice 
president of the First Boston Corpo- 
ration, testified that in his opinion the 
price was fair and that “the net result 
to the company is at least, or more, 
favorable than public sale by competi- 
tive bidding or otherwise.” At that 
hearing he submitted Exhibits 6 and 
7 in support of his opinion. 

At the second hearing on March 
26, 1946, each witness gave substan- 
tially the same opinion regarding the 
private sale of the series A bonds at 
the new price of 2} per cent. Mr. 
Boylan cited the expense of competi- 
tive bidding. He estimated that the 
cost of registration with the SEC and 
the printing requirements for public 
sale would be from $15,000 to $20,- 
000; that auditors’ fees would amount 
to $7,500, and that the SEC filing fee 
would exceed $600; and claimed that 
the price obtained at private sale was, 
in his opinion, more advantageous 
than the net price that might be real- 
ized by competitive bidding. 

Mr. Charles C. Glavin testified that 
this bond sale was the result of con- 
tinuous negotiation on his part with 
the buyers. He pointed out that most 
utility bonds have recenly been sold on 
a 30-year basis, but that the proposed 
telephone bonds were on a 35-year 
basis, and claimed that the added five 
years in the life of the bonds was 
equivalent to two basic points. He 
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stated that U.S. Government 2$ per 
cent bonds due in 1967-1972 can be 
bought at better than a 2.2 per cent 
basis, and that the yield differential is 
not sufficient to justify the additional 
risk of buying corporate bonds. He 
gave it as his opinion that the Roch- 
ester Telephone Corporation bonds 
would have to be sold to the public at 
a price yield of about 2.46 per cent to 
get the same net result of 2.50 per cent 
which would be obtained at the private 
sale. 

In support of his opinion Mr. Glavin 
submitted Exhibit 12 which is a list 
of public and private sales, in October 
through December, 1945, of eight new 
issues of utility bonds including two 
telephone and six electric companies, 
among the latter of which was the 
Buffalo Niagara Electric Corporation. 
This list shows the coupon and ma- 
turity, the date of sale, the offering 
price, the yield, and the bid prices, as 
of February 5, 1946. All of the bonds 
are rated at least Aa by Moody’s In- 
vestors’ Service: This exhibit shows 
bid prices varying from 1054 to 110, 
and yields of from 2.43 per cent for 
$28,850,000 of Dayton Power & 
Light Company 2? per cent bonds due 
in 1975, to 2.53 per cent for $49,000,- 
000 3 per cent bonds of Pacific Gas 
and Electric Corporation due in 1977. 

Mr. Glavin also presented Exhibit 
13, which is a comparison of the bid 
price and yield as of September 18, 
1945, with the bid price and yield as 
of February 5, 1946, of thirteen utility 
bonds rated Aa by Moody’s Investors’ 
Service. These bonds also include two 
telephone companies and eleven eiec- 
tric companies. The exhibit shows 
that the low bid price on September 
18, 1945, was 99} compared with a 
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high bid price of 1054, and that the 
low yield was 2.71 per cent and the 
high yield 2.83 per cent. The exhibit 
also shows for February 5, 1946, 
a low bid price of 105 and a high 
bid price of 1103, with a low yield 
of 2.46 per cent and a high yield 
of 2.63 per cent. The average yield 
of the thirteen bond issues as of Sep- 
tember 18, 1945, was 2.75 per cent as 
compared with 2.51 per cent on Feb- 
ruary 5, 1946. 

Mr. Boylan acknowledged the re- 
ceipt on March 22, 1946, of a tele- 
gram from Halsey, Stuart & Company 
stating in part as follows: 

“In our opinion your company can 
only be sure of receiving the best 
price obtainable for your proposed is- 
sues of first mortgage bonds and de- 
bentures by offering them at open 
competitive sale. We hereby request 
an opportunity to submit a bid for 
your proposed first mortgage bonds 
and debentures at such open competi- 
tive sale.” 

Representatives of Halsey, Stuart 
& Company appeared at the hearing 
but stated that they were there as 
observers only. Although given an 
opportunity to present evidence if 
desired, they stated that they were 
not prepared to do so. They did, 
however, express the belief that a 
better price for the bonds could 
be obtained through competitive 
bidding, and asked for an opportunity 
to bid on the bonds. 


It is well known that substantially 
all the bonds which were approved by 
this Commission during 1945 were 
required to be sold under competitive 


bidding. The Rochester Telephone 
Corporation must have been well 
aware of this fact. At the hearing on 


November 9, 1946, inquiry was made 
of the corporation as to whether it had 
considered competitive bidding and 
the company’s witness stated that it 
had been considered but rejected in 
favor of a private sale as more advan- 
tageous. Competitive bidding has 
been discussed in a number of opin- 
ions by this Commission. Among 
these is one by Caairman Maltbie in 
Case 11929—Re Kings County 
Lighting Company for authority to is- 
sue $4,200,000 principal amount of 
first mortgage bonds. In this opinion 
which was approved by the Commis- 
sion May 22, 1945, 59 PUR(NS) 19, 
29, 30, the value of competitive bid- 
ding is summarized briefly as follows: 

“In recent years, and particularly in 
1944 and 1945, the sale of securities 
through competitive bidding has 
grown by leaps and bounds, and com- 
panies generally have resorted to this 
method in preference to private sale 
or agreement without any public of- 
fering. This Commission has reject- 
ed proposals for private sale because 
it did not believe the companies had 
obtained as good terms as they could 
have secured; and in every instance 
where the petition has been denied 
and competitive bidding has been util- 
ized, the company has obtained better 
terms, particularly in the way of lower 
interest rates and higher prices, than 
were proposed in the rejected petition. 
Whether a private agreement made 
without any competitive bidding is the 
best that can be obtained is obviously 
a matter of opinion until bids have 
been received; but there is one great 
advantage of competitive bidding 
from the standpoint of the Commis- 
sion and of company officials. We 
have had so much experience with 
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competitive bidding and the benefits 
to the companies under our jurisdic- 
tion have been so great that there is 
no longer any question of the practi- 
cability of competitive bidding and 
that this means will obtain better 
terms than private sale. It may be 
that if conditions were to change and 
through some means real competition 
were to be eliminated, so that it did 
not represent a free expression of the 
financial world as to the proper price 
to be paid for an issue, ‘competitive 
bidding’ would need to be abandoned. 
But there is no such condition at pres- 
ent and there seems to be no better 
way of determining what is the best a 
company can obtain for the securities 
it issues than by inviting bids from 
any source with full publicity and with 
ample time afforded to submit bids.” 

[1] The principle of competitive 
bidding is sound. Whether or not 
any given private sale is the best pro- 
posal obtainable is at best a matter of 
opinion. The only way for a seller of 
bonds to be certain that he is receiv- 
ing the best price obtainable is to offer 
them at open competitive sale to all 
comers. It may be that the private 
sale arranged by the Rochester Tele- 
phone Corporation is a good one and 
very close to what might be obtained 
by competitive bidding, although this 
is not supported by the experience of 
the Commission. If better prices can 
be obtained than these already secured 
by the corporation, it is its duty in the 
interest of its security holders to ob- 
tain the best price; and it is the duty 
of the Commission to see that the best 
price is obtained. 


Conclusion 


[2] The proposal now before the 
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Commission deals with only one of 
the financial problems before the com- 
pany and it is apparent that the com- 
pany can refinance certain of its obli- 
gations at lower rates than are now 
being paid. But there are several oth- 
er financial matters besides the re- 
funding of the first mortgage bonds 
which should be considered and dealt 
with before a new series of bonds is 
issued. The company has had out- 
standing for sometime a demand note 
for $1,200,000, bearing 2 per cent 
interest, and another demand note for 
$1,600,000, bearing 4 per cent inter- 
est, for the issuance of which no ap- 
proval was obtained from this Com- 
mission. In addition, the company 
contemplates a complete changeover 
from manual to automatic switching 
which will take several years and 
which will involve a considerable sum 
for which provision needs to be made. 

In view of these facts and particu- 
larly the excessive interest being paid 
on one of the demand notes and the 
demand for future funds, a piecemeal 
consideration of the financial program 
of the company seems inadvisable and 
before action is taken on the compa- 
ny’s proposal, the Commission should 
have before it a plan dealing with at 
least provision for refunding the de- 
mand notes and know what is con- 
templated as to future funds. It is 
quite possible that with the low inter- 
est rates now prevailing, provision 
should be made for refunding one or 
both of the demand notes and possibly 
for expenditures on new equipment in 
and as a part of the issue to refund its 
first mortgage bonds. 

There is also the question of wheth- 
er the refunding issue should not be 
sold through competitive bidding. In 
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every case coming before the Commis- 
sion since the practice was initiated of 
selling securities through competitive 
bidding, the companies have been able 
to secure money at a lower cost than 
where private sale was contemplated. 

The company also has outstanding 
$2,282,600 in 44 per cent first pre- 
ferred cumulative stock, series A. In 
view of the marked success other 
companies in this state have recently 
had in refinancing preferred stock is- 
sues at rates about 34 per cent, it 
would seem that the company should 
consider at this time such a refinanc- 
ing program, although the natural or- 


der of issuance of securities would be 
first, first mortgage bonds and subse- 
quently, a new issue of preferred stock 
at a much lower rate than that now be- 
ing paid. 

In order to give the company an 
opportunity of presenting to the Com- 
mission a complete program and to 
give further consideration to competi- 
tive bidding, this proceeding should 
not be closed or.an order issued at 
this time. This will permit the com- 
pany to amend its plan and hearings 
to be continued if necessary without 
the submission of an entirely new ap- 
plication. 
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ApPenpix I 
Rochester Telephone Corporation 
Balance Sheet Per Books as of December 31, 1945 after Adjustments Recommended by 


Commission Staff 
(Source Exhibit 14) 


Balances 
As Adjusted 


$25,644,814.83 


Assets Side 
100.1 Tel. Plant in Service... 
100.2 Tel. Plant under Con- 


struction 
100.4 Tel. Plant Acq. Adjust- 


Total Accts. 100.1, 2 an 
4 4 625,671,811.26 


$3,004.00 
290.07 


"$3,294.07 

Total Investments .. $25,675,105.33 

113 Cash ~ $1,545,465.47 

114 Sportal Cash Deposits .. 226,579.23 

115 Working Funds 12,400.00 
116 Temporary Cash Invest- 

ments 350,000.00 

117.2 Other Notes Receivable . 15,150.31 
118 ome he Customers and 

996,779.55 

18,930.86 


9,511.90 
122 Materials and Supplies .. 345,372.27 


. $3,520,189.59 
$3,309.20 
417.50 
20,517.06 


137,570.43 


102 Other Investments 
103 Misc. Physical Property . 


Total Accts. 102 and 103 


b 
121 “—~ and Dividends 


Total Current Assets .. 


129 Prepaid Rents 

130 Prepaid Taxes 

131 Prepaid Insurance 

132 Prepaid Directory Ex- 
penses 

133 Other Prepayments 11,240.52 

134.2 Capital Stock Expense .. 49,091.92 

135 Discount on Long-term 

aes Debt 35,596.86 


unds 78,005.75 
139 oie Deferred Charges 30,995.94 


$366,745.18 
$29,562,040.10 


Eppy, Commissioner, dissenting: 
This company seeks to refund its un- 
derlying securities. It now has out- 
standing $6,238,000 mortgage bonds, 
$5,000,000 of which bear interest at 
34 per cent, the balance at 2} per cent. 
The company subject, of course, to 


Total Assets Side 
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Balances 
Liability Side As Adjusted 
150.1 Capital Stock— Common $5,000,000.00 
150 Capital Stock Cumulative 
Ist Pid. 44% Series A  2,282,600.00 
152 Premiums on ital 
22,826.00 


$7,305,426.00 
154.1 Funded Debt 

158.2 Other Notes Payable ... $2,800,000.00 
159.2 Other Accounts Payable 718,531.95 
160 Customers’ Deposits .... 15,487.08 
163 Matured Long-term Debt 810.00 

164 Advance Billing and Pay- 
ments 176,869.76 
165 Other Current Liabilities 69,885.76 
Total Current Liabilities $3,781,584.55 
~~ $631,850.00 
96,398.12 
125,679.25 
1,033.64 
$854,961.01 


$79,896.61 


166 Taxes Accrued 
167.1 — Interest Ac- 


Accrued 
167.3 remeber Rents 


Total Accrued Liabilities 


169 Insurance Reserve 
170 Provident Reserve 35,437.71 
171 Depreciation Reserve ... 8,857,862.53 
174 Other Deferred Credits .. 1,209.71 


Total Def. Crs. and Re- 
serves 


$8,974,406.56 


Contributions of 


Unappropriated Surplus . 


$2,198,520.76 


Total Liabilities & Other 
Credits 
the approval of this Commission, has 
made a contract to sell new bonds with 
the same maturity date but at an in- 
terest rate of 2} per cent. The com- 
mitment with the bankers who were 
to buy the new issue will expire on 
April 30th. Taking the figures in the 
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opinion of the majority, this refunding 
proposal will save the company over 
the life of the issue substantially $1,- 
500,000. 

Due to the call provision of the 
present bonds, unless they are called 
prior to April 30th, it will be neces- 
sary to pay duplicate interest on the 
old and on the new issue for six 
months additional time or to postpone 
the date of the refunding until some 
time in the month of October. 

If this Commission insists upon 
public bidding, as is indicated in the 
majority opinion, additional expenses 
which the company must incur in con- 
nection with registration with the Se- 
curities Exchange Commission will 
amount to about one-half of one per 
cent on the bonds. Further, due to 


the date on which the call must be 
made, if public bidding is insisted on 
and the present contract is not carried 


out, it will not be possible to complete 
the financing prior to April 30th. 


Therefore, the company, unless the 
present contract is approved, will have 
to realize a higher price at a public 
sale than that provided for in the pres- 
ent contract because of the loss of the 
savings of interest, additional ex- 
penses or duplicate interest. As 
an example, if the financing were 
to take place at public sale as of 
May Ist, the company would need 
to realize approximately 102 to 
get as favorable a result as the present 
contract. If it postponed its financing 
until next October, it would need to 
get approximately 101 to achieve the 
same result and also would face what- 
ever disadvantage there may be in the 
possible fluctuations of market in six 
months. There is no evidence in the 
record that the bonds can presently be 


sold at a more favorable price. In 
fact, all the evidence is to the effect 
that it is an advantageous sale. At the 
hearing, the representatives of a cer- 
tain New York bond house, who were 
not under oath and who offered no 
testimony although given the oppor- 
tunity to do it, made some general re- 
mark to the effect that given half an 
hour, their company would guarantee 
to make a better offer for the bonds. 
No such offer has been received. 
Public bidding for security issues is 
desirable but under the circumstances 
here should not be insisted on in this 
case. 

The point is made that the company 
has other obligations, including a 
bank loan, which should likewise be 
refunded. With this I thoroughly 
concur. The effect, however, of the 
decision here is to prevent the com- 
pany from refunding its underlying se- 
curities for the reason that it is pay- 
ing too much on its other borrowings. 
Sound business practice, this Com- 
mission has previously indicated, re- 
quires first the refunding of underly- 
ing securities. 

Approval of this issue would save 
one million and a half dollars. Per- 
haps refinancing on some other basis 
or at some other time may achieve a 
favorable result. The answer to that 
lies in the question as to whether mon- 
ey rates will continue to decline. 

The utilities of this state have hun- 
dreds of millions of dollars in interest- 
bearing securities. Those of the larg- 
er electric and gas companies alone 
exceed $1,100.000,000 . We now have 
the lowest money market in years. 
The refinancing of the securities of 
the utilities of this state at the present 
low interest rates will save millions of 
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dollars a year. Since interest is part 
of the cost to the customer of the util- 
ity, in the last analysis the payment of 
excessive interest Comes out of the 
consumer. One utility in this state 
has completed a refinancing program 
and was able to save enough in inter- 
est to provide for an increase of ap- 


Refinancing of the utilities’ securj. 
ties in this state will save the custom- 
ers of those utilities millions of dol- 
lars. Such refinancing should be en- 
couraged by this Commission; even 
more, it should be insisted on. 

I dissent from the opinion here and 
recommend that an order be made ap- 


' 


Securit 


proximately 10 per cent in payments 
to its employees and a saving of 5 per 
cent in rates to its customers. 


proving the proposed sale. 
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ETITION of telephone company for authority to issue first van, 
mortgage bonds for refunding purposes; authorization grant- 
ed for proposal as amended. For earlier opinion, see ante, p. 30. 
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Re Rochester Telephone Corporation 


Case 12193 
May 1, 1946 


Irvine 
York, 


Security issues, § 111 — Financing arrangement — Bond issue. at 


Approval was granted for the issuance of 24 per cent bonds and their sale Bu 
to an investment company under an agreement providing for a sale price tition 
at 100 per cent of principal amount plus accrued interest, together with a Roche 
premium to cover estimated expenses of registration of the bonds under the ‘ 
Securities Act of 1933, and providing further for a 90-day option to re- queste 
purchase, in order to permit the company to call and redeem outstanding privat 
bonds, register the new bonds, qualify their mortgage under the Trust In- inden 
denture Act of 1939, and offer the new bonds for sale at open competitive amou 
bidding, it being further provided that under such competitive bidding the ant 
investment firm would guarantee to submit a firm bid of at least the amount - 
mentioned. a & 
amou 
ies E 


matu: 
$5,00 
ently 
first 1 
1961. 
prope 
whicl 
quest 


Security issues, § 111 — Agreement as to bond issue. 
Terms of agreement submitted by investment firm for purchase of bonds, 
with provision for option to repurchase and with ' cance for subsequent 
registration and sale at competitive bidding, p. 55. 
Security issues, § 113 — Expenses incident to bond issue. 
Discussion by New York Commission of expenses involved in issuing re- 
funding bonds under agreement with investment firm, p. 57. 
Security issues, § 111 — Agreement for sale. 
Discussion of contract by telephone company for private sale of bonds and 
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subsequent agreement for sale of bonds to another party, with a considera- 
tion of possible legal claims for breach of contract and the New York Com- 
mission’s approval of the transaction, p. 59. 


Security issues, § 18 — Functions of Commission. 
Discussion of the function of the New York Commission in passing on 
proposals to issue securities, and rejection of theory that the Commission 
“approves” the issuance of securities or related contracts when authorizing 


their issuance, p. 61. 


(Eppy, Commissioner, concurs in separate opinion; Matrsre, Chairman, 
writes separate opinion.) 


APPEARANCES: Philip Halpern, 
Counsel (by Laurence J. Olmsted and 
Joseph J. Doran, Assistant Counsel), 
for the Public Service Commission; 
Nixon, Hargrave, Middleton & Dev- 
ans (by Justin J. Doyle), Rochester, 
Attorney, for Rochester Telephone 
Corporation; John P. Boylan, former 
President and now Chairman of 
Board of Directors of Rochester Tele- 
phone Corporation, Rochester ; Dono- 
van, Leisure, Newton, Lumbard & 


Irvine (by Robert H. Barnes), New 
York, Attorneys, for Halsey, Stuart & 
Company, Inc. 


Burritt, Commissioner: By a pe- 
tition received October 13, 1945, 
Rochester Telephone Corporation re- 
quested authority to issue and sell 
privately at par (under a new bond 
indenture) $6,238,000 _— principal 
amount of new 2? per cent first mort- 
gage bonds and to use the avails there- 
of to refund $1,238,000 principal 
amount of presently outstanding ser- 
ies E 23 per cent first mortgage bonds 
maturing October 1, 1960, and 
$5,000,000 principal amount of pres- 
ently outstanding series F 34 per cent 
first mortgage bonds maturing July 1, 
1961. A hearing was held on this 
proposal on November 9, 1945, for 
which Commission approval was re- 


quested by November 30, 1945. A 


preliminary investigation by the Com- 
mission’s staff indicated the need for 
a more thorough examination of the 
matter and also indicated certain sav- 
ings which could be effected in re- 
demption premiums by calling the cor- 
poration’s present bonds after January 
1, 1946. Accordingly, the matter was 
deferred. 

On March 26, 1946, a further hear- 
ing was held in this proceeding and 
at this time the petitioner amended its 
original petition by testimony and 
presented a revised bond refunding 
program under which the $6,238,000 
of proposed new first mortgage bonds 
were to bear an interest rate of 2} per 
cent (instead of 2? per cent as origi- 
nally proposed) and agreements had 
been made to sell the $6,238,000 
principal amount of new bonds to in- 
stitutional investors privately at par 
and accrued interest from April 1, 
1946. At the March 26, 1946, hear- 
ing representatives of Halsey, Stuart 
& Company appeared as observers 
only. They had previously advised 
the petitioner by telegram that in their 
opinion the corporation could only be 
sure of receiving the best price ob- 
tainable for their proposed bonds by 
offering them at open competitive sale 
and asked an opportunity to submit a 
bid at such open competitive sale. 
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. They stated that they were not pre- 
pared to make any formal proposition. 

The above proposal as amended 
was reviewed in detail in my memo- 
randum dated April 4, 1946, 64 PUR 
(NS) ante, p. 30, (which was ap- 
proved by the Commission on the 
same date) to which reference is 
hereby made. After examination by 
the Commission’s staff it was shown 
that the financial position of the pe- 
titioner was sufficiently sound to jus- 
tify the issuance of the proposed first 
mortgage bonds. However, the con- 
clusion was reached that until the 
petitioner had given further consid- 
eration to and presented a more com- 
plete refinancing program including 
the refunding of its 2 and 4 per cent 
notes at the bank and possibly also its 
4} preferred stock, and until further 
consideration had been given to offer- 
ing the proposed securities through 
open competitive bidding, the Com- 
mission would not give its approval to 
the issuance of the proposed bonds. It 
was indicated that the natural order 
of such a program would be first, first 
mortgage bonds and _ subsequently 
preferred stock. No order was issued 
with this memorandum and the pro- 
ceeding was held open to give the peti- 
tioner an opportunity of amending its 
plan if it so desired. 

Upon advice from the corporation 
that it had received a further proposal 
and that it desired to further amend 
its petition, a further hearing was held 
in this proceeding at Albany on April 
17, 1946. At this hearing the peti- 
tioner presented Exhibit 19, an agree- 
ment dated April 16, 1946, between 
Halsey, Stuart & Co., Inc., and 
Rochester Telephone Corporation, to 
which was attached (as Schedule I) 
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a copy of the mortgage trust indentur 
from the Rochester Telephone Cor. 
poration to the Lincoln Rocheste 
Trust Company, as trustee, dated 
April 1, 1946. The petitioner indi. 
cated that Exhibit 19 was presented 
as a further amendment to the orig. 
inal petition (received October 13 
1945), which petition had been 
amended by testimony presented a 
the hearing on March 26, 1946, 

As Schedule I of Exhibit 19 (the 
proposed bond indenture) was ana- 
lyzed and described in my memoran- 
dum of April 4, 1946, supra, reference 
is hereby made to this memorandum 
for a detailed description of same, 
The agreement of April 16, 1946, be- 
tween Halsey, Stuart & Co., Inc., and 
Rochester Telephone Corporation pro- 
vides that Halsey, Stuart & Co., Ine. 
will purchase on or before May 1, 
1946, $6,238,000 principal amount of 
the proposed new first mortgage 2} 
per cent bonds, series A (to be dated 
April 1, 1946, and to mature April 1, 
1981) at 100 per cent of their princi- 
pal amount plus accrued interest from 
April 1, 1946, together with a pre- 
mium of $32,000 to cover estimated 
expected expenses in connection with 
subsequent registration of the bonds 
under the Securities Act of 1933. 

Halsey, Stuart & Co., Inc., gives 
the Rochester Telephone Corporation 
a 90-day option (which by mutual 
agreement can be extended) to repur- 
chase these bonds at 100 per cent of 
the principal amount thereof plus ac- 
crued interest from April 1, 1946, to- 
gether with a premium of $32,000 and 
any required transfer taxes. This 
agreement will permit Rochester Tele- 
phone Corporation to issue the call 
and redeem their present $6,238,000 





princip 
and re 
registe 
curitie: 
mortg: 
Act of 
new b 
tive bi 
biddin 
guaral 
least 
amout 
April 
of the 
of $3: 
assure 
equal 
plus t 
tion, 
sell it 
ding 1 


—_—— =~ TX SF 


- = 


RE ROCHESTER TELEPHONE CORP. 


principal amount of outstanding first 
and refunding mortgage bonds, then 
register their new bonds under the Se- 
curities Act of 1933, qualify their 
mortgage under the Trust Indenture 
Act of 1939, and offer the $6,238,000 
new bonds for sale at open competi- 
tive bidding. Under stich competitive 
bidding, Halsey, Stuart & Co., Inc., 
guarantee to submit a firm bid of at 
least 100 per cent of the principal 
amount, plus accrued interest from 
April 1, 1946, to the date of delivery 
of the bonds together with a premium 
of $32,000. Thus the corporation is 
assured of a bid for its bonds at least 
equal to the temporary private sale 
plus the approximate cost of registra- 
tion, and also of an opportunity to 
sell its bonds at open competitive bid- 
ding to any purchaser who may at that 
time offer a better price. 

The terms of the agreement are set 
forth in a letter of Halsey, Stuart & 
Co., Inc., dated April 16, 1946 and 
accepted by the Rochester Telephone 
Corporation as follows : 

“1. We will purchase the bonds at 
100 per cent of their principal amount, 
plus accrued interest from April 1, 
1946, to the date of delivery, together 
with a premium of $32,000 (which 
premium is to cover additional esti- 
mated expenses expected to be in- 
curred by you in connection with the 
registration of the bonds under the 
Securities Act of 1933, as amended), 
as hereinafter provided. 


“2. Delivery of and payment for 
the bonds shall be made on May 1, 
1946, or on any date prior thereto 
and subsequent to the issuance of an 
appropriate order by the Commission, 
as hereinafter conditioned, upon three 


days’ written notice to us. Payment 


shall be made by us in New York 
Clearing House funds, at the principal 
office of Bankers Trust Company, 16 
Wall street, New York 15, N. Y., 
against delivery to us by you of the 
bonds in coupon form, in any author- 
ized multiples of $1,000, exchangeable 
without charge for bonds in the de- 
nomination of $1,000. 

“3. We covenant and agree to pur- 
chase the bonds for our own account 
and not with a view to the distribu- 
tion or public offering thereof by us. 

“4, This agreement to purchase and 
pay for the bonds is subject to the 
following conditions : 

“(a) That the issuance and sale of 
such bonds, pursuant to the terms 
hereof, shall have been duly approved 
by such Commission ; 

“(b) That we shall have received 
at the time of the delivery of the 
bonds, a favorable opinion of counsel 
for the company, as to the validity of 
the bonds, the lien of the mortgage, 
and other matters pertinent and cus- 
tomary ; 

“(c) That we shall have received 
the favorable opinion of Messrs. Beek- 
man & Bogue or such other counsel 
representing us as shall be mutually 
satisfactory, as to the validity of the 
bonds, the lien of the mortgage, and 
other matters pertinent and customary 
(it being our understanding that in 
the event this proposal is approved by 
such Commission, you intend to desig- 
nate Messrs. Beekman & Bogue as 
counsel for the successful bidder at 
the open competitive sale hereinafter 
referred to) ; and 

“(d) That we shall have received 
at the time of the delivery of the 
bonds, a certificate signed by a respon- 
sible officer of your company to the 
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effect that since December 31, 1945, 
the company shall not have suffered 
any extraordinary loss or destruction 
of its property which would prevent it 
from carrying on its business sub- 
stantially in the manner in which such 
business is now being carried on, and 
that the company shall have incurred 
no indebtedness or liability other than 
those appearing in its December 31, 
1945, balance sheet (which is an ex- 
hibit in the proceedings in Case No. 
12193), except in the ordinary course 
of business. 

“5. Simultaneously, with our pur- 
chase of the bonds, we grant you an 
option for ninety days (or such ex- 
tended period as may be mutually 
agreed upon) from the date of the 
delivery of the bonds to us or through 
the date on which a bid made at the 
open competitive sale hereinafter men- 
tioned, is accepted, whichever is ear- 
lier, to purchase the bonds from us at 
100 per cent of the principal amount 
thereof, plus accrued interest from 
April 1, 1946, to the date of the de- 
livery of the bonds to you against 
payment by you therefor, which date 
shall be the date of the delivery of the 
bonds by you to the successful pur- 
chaser at the open competitive sale 
hereinafter referred to, together with 
a premium of $32,000 and any re- 
quired transfer taxes. 

“6. You will undertake immediately 
after delivery of the bonds to us, to 
take such steps as are necessary to 
register the bonds under the Securi- 
ties Act of 1933, as amended, and to 
qualify the mortgage under the Trust 
Indenture Act of 1939, and further 
that when and if the registration state- 
ment becomes effective under the Se- 
curities Act of 1933, as amended, to 
64 PUR(NS) 


offer promptly the bonds at open com. 
petitive sale. We will furnish you the 
fullest codperation in supplying any 
data required of us in order to enable 
you in the use of your best efforts, 
to have the bonds registered under the 
Securities Act and the mortgage quali- 
fied under the Trust Indenture Act 
as expeditiously as possible, and 
without limitation as to the foregoing, 
we shall assist you in the preparation 
of any necessary documents or papers 
without any obligation or expense to 
you. 

“7. When and if a registration state- 
ment becomes effective under the Se- 
curities Act, we guarantee to submit, 
at the open competitive sale of the 
bonds, a firm bid of at least 100 per 
cent of the principal amount, plus ac- 
crued interest from April 1, 1946, to 
the date of delivery of the bonds to 
such successful purchaser, together 
with a premium of $32,000. 

“8. We agree that the bonds shall 
be issued under the mortgage and that 
the provisions of such mortgage may 
be modified by you in respect of the 
following : 

“(a) Such modifications as are nec- 
essary in order to qualify the mort- 
gage under the Trust Indenture Act 
of 1939; 

“(b) Modification so as to provide 
that Bankers Trust Company of New 
York, N. Y., shall be the trustee un- 
der the mortgage in lieu of Lincoln 
Rochester Trust Company ; and 

“(c) Such minor modifications, not 
affecting the substance of the present 
terms and conditions of the mortgage, 
however, as may be requested by 
Bankers Trust Company in conform- 
ance with its policies, as a-corporate 
trustee. 
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“9, You agree that when and if the 
bonds are offered at open competitive 
sale, any redemption price which does 
not protect the yield to maturity at 
the public offering price shall be in- 
creased to the price necessary to pro- 
tect such yield to maturity, and if such 
increased price shall not be a multiple 
of one-tenth of 1 per cent it shall be 
further increased to the next highest 
one-tenth of 1 per cent. It is further 
mutually understood and agreed that 
no modifications in the mortgage 
(other than those hereinabove men- 
tioned) shall be made except with our 
mutual written consent. 

“10. You agree that prior to the 
time that you publish any proposal for 
bids at an open competitive sale of the 
bonds you shall submit copies of the 
bidding papers and of the various re- 
lated papers to us and give to us and 
to counsel representing the prospective 
purchasers an opportunity to make 
suggestions with respect thereto, to 
the end that such papers shall not be 
inconsistent with the terms hereof and 
shall be approved by such counsel. It 
is understood that the purchase con- 
tract in connection with such competi- 
tive sale shall contain customary rep- 
resentations, warranties, covenants, 
and conditions. 

“11. You have advised us that time 
considerations make it essential that 
you receive the approval of such Com- 
mission for the issuance and sale of 
the bonds in accordance with this pro- 
posal on or before April 18, 1946, and 
in consequence, your acceptance of 
this proposal, if given, shall be ex- 
pressly conditioned upon the receipt 
of such approval from such Commis- 
sion by such date. 

“12. The proposal contained in this 


letter supersedes any and all previous 
proposals made by us to you.” 

While the agreement specifically 
covers the issuance of $6,238,000, 
principal amount of first mortgage 
bonds, petitioner’s counsel admitted 
that they had discussed with Halsey, 
Stuart & Co., Inc. the possibility of in- 
creasing the amount of bonds pro- 
posed to be issued at the time they are 
offered at competitive bidding. Hal- 
sey Stuart’s representative indicated 
that while the present agreement only 
covers a principal amount of $6,238,- 
000 of bonds, it does not limit the 
amount the corporation could offer at 
open competitive bidding. 

In my April 4, 1946, memorandum, 
64 PUR(NS) ante, p. 30, the total 
expenses (exclusive of redemption 
premiums and double interest) was 
shown to amount to $86,218.30, 
which included a $23,392.50 fee (% of 
1 per cent) to be paid to The First 
Boston Corporation for placing the 
new issue. Under the proposed agree- 
ment with Halsey, Stuart & Co., Inc., 
this $23,392.50 fee would be elim- 
inated, leaving a balance of $62,825.80 
of estimated expenses as shown in Ex- 
hibit 10. The petitioner’s witness 
testified at the April 17, 1946, hear- 
ing that the estimated additional 
expenses of Security & Exchange 
Commission registration would be 
about as follows: 


PON QI Hon ices sasescccsdacee $20, 
Auditing expenses 

SEC filing fee 

Legal expenses 

Miscellaneous expenses 


Allowing for these expenses and 
certain others not included (such as 
Commission expenses under § 18-A 
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of the Public Service Law), it appears 
that the total expenses (exclusive of 
redemption premiums and duplicate 
interest) should not exceed $100,000. 
Any order adopted should limit ex- 
penses to this amount. 

Under the agreement, Halsey, Stu- 
art & Co., Inc. would pay the corpo- 
ration the sum of $32,000. 

The agreement 
change in the trustee and certain 
changes in the proposed mortgage 
trust indenture. 


Summary and Conclusion 


Under the revised proposal-of April 
17, 1946, it is obvious that the corpo- 
ration has nothing to lose and the pos- 
sibility of gain. It is guaranteed a 


price for its bonds as good as that af- 
forded by private sale plus the cost of 
registration with the Securities & Ex- 


change Commission. It is also afford- 
ed an opportunity to reacquire the 
bonds and to offer them at open com- 
petitive bidding after registration is 
completed, and thus to obtain. the 
benefit of any better price which might 
be offered at that time. By this’ plan 
the corporation is assured of the best 
possible price obtainable through open 
competitive bidding. ‘ 

There remains the question of the 
presentation by the corporation of a 
complete financial program to provide 
not only for the refunding of its out- 
standing obligations but also for its 
probable needs for additional capital 
as a result of conversion to dial opera- 
tion. If advantage is to be taken of 
the present offer for immediate refund- 
ing of the bonds and the maximum of 
duplicate interest cost avoided, this 
must be accomplished before the call 
date of April 30, 1946. This calls for 
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provides for a 


immediate action, and thus would not 
afford enough time for full considera. 
tion of its financial program by the 
corporation. 

In line with the above and the con- 
clusion contained in the Commission’s 
memorandum of April 4, 1946, supra, 
the corporation was requested at the 
hearing on April 17, 1946, to furnish 
to the Commission within thirty days 
a statement as to its proposed finan- 
cial program for the next three to 
four years. This statement should in- 
clude the corporation’s anticipated ob- 
ligations and requirements for addi- 
tional funds other than funds available 
through the depreciation reserve and 
also the expected source of such funds. 
In this connection, consideration 
should be given to the possibility of a 
public offering at the same time as 
the $6,238,000 principal amount of 
bonds are to be offered of additional 
bonds sufficient to refund the present 
$2,800,000 of outstanding bank notes. 
Obviously, the proposed financial pro- 
gram of the corporation should also 
include preferred stock refunding after 
the bond refunding and indicate the 
corporation’s intentions as to the 
source of funds to be required in the 
next few years. 


Recommendations 


I recommend that the proposal of 
the Rochester Telephone Corporation, 
as amended on April 17, 1946, 
through an agreement reached be 
tween the corporation and Halsey, 
Stuart & Co., Inc., be approved in- 
cluding the sale of $6,238,000 princi- 
pal amount of first mortgage 24 per 
cent bonds, series A, due 1981 of the 
Rochester Telephone Corporation to 
Halsey, Stuart & Co., Inc., at a price 
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of 100 per cent of their principal 
amount, plus accrued interest from 
April 1, 1946, to the date of delivery, 
together with a premium of $32,000. 
An order is submitted accordingly. 

Eppy, Commissioner, concurring: 
Since I have voted for the order in 
this proceeding with some reluctance, 
I desire to state my reasons for so do- 
ing. 

In October of 1945 the telephone 
company entered into a contract with 
the First Boston Corporation for the 
sale of $6,238,000 bonds at an interest 
rate of 2? per cent. The First Boston 
Corporation was to receive a commis- 
sion of $ of 1 per cent and the 
bonds were to be placed with the 
state of Wisconsin, The Mutual In- 
surance Company and other invest- 
ment accounts. Since that date the 
money market has become more favor- 


able for financing and the contract was 
later modified to provide the interest 


rate to be 24 per cent. That contract 
would expire on April 30th of this 
year. The sale under the provisions 
of law was contingent upon the ap- 
proval of this Commission. The tele- 
phone company accordingly petitioned 
this Commission for approval of the 
sale. 

At its session April 2nd a majority 
of the Commission concurred in an 
opinion recommending that the com- 
pany consider competitive bidding and 
declining to pass on authorizing the 
issue until the company produced a 
comprehensive plan of financing. 

From that determination I dis- 
sented. It appears that due to the call 
dates of its existing bonds, unless re- 
financing is accomplished by April 
30th, the company will have to sell 
its securities at a premium of some one 


to two points (depending upon the 
date of sale) in order to achieve as 
favorable a result as selling them at 
par prior to April 30th. That reason, 
coupled with the great advantage of 
encouraging utilities to refinance un- 
der the present favorable market con- 
ditions, to my mind out-weigh the 
reasons assigned by a majority of the 
Commission for not approving the 
contract then before it. 

Subsequent to the rendering of that 
opinion the telephone company 
amended its petition by asking this 
Commission to approve a new con- 
tract made between the company and 
Halsey, Stuart & Co. 

Halsey, Stuart & Co. agree to pay 
a premium of $32,000 above par. 
However, this represents additional 
cost which would be required under 
Halsey-Stuart’s offer to have the 
bonds approved by the Securities & 
Exchange Commission. Such regis- 
tration is necessary if there is to be a 
public offering of the bonds. It would 
not be necessary if the bonds were for 
institutional investment accounts as 
contemplated in the First Boston con- 
tract. 

The Halsey-Stuart offer is likewise 
more favorable in that it contains no 
provision for the payment of a com- 
mission, thereby saving the telephone 
company 2 of 1 per cent (approxi- 
mately $23,000) upon the bonds. 
This saving, however, may be the- 
oretical inasmuch as the company may 
well be faced with a claim by the First 
Boston Corporation under its contract. 
There is one provision in the Halsey- 
Stuart contract which may, depending 
on the money market, be favorable to 
the company. The company has the 
right to repurchase the bonds at any 

64 PUR(NS) 





NEW YORK PUBLIC SERVICE COMMISSION 


time within ninety days after consum- 
mation of the sale. 

Under existing conditions the Hal- 
sey-Stuart offer is at least as favorable 
to the company as the First Boston 
contract (it is more favorable unless 
the company is required to pay First 
Boston compensation for the breach of 
the contract with that company). 
However, this Commission does not 
have before it the choice of determin- 
ing which contract should be ap- 
proved. The company has amended 
its petition and no longer asks this 
Commission to approve the contract 
with First Boston Corporation. In 
fact, it specifically asks the Comission 
to disapprove the First Boston con- 
tract. In its best judgment it appar- 
ently believes the Halsey-Stuart con- 
tract is more favorable. Unquestion- 
ably the financing should be made 
before April 30th. The financing is 
on favorable terms and the present 
contract with Halsey-Stuart should be 
approved. 

My reluctance to vote for the pro- 
posed order is based on certain lan- 
guage in that order which gives the 
impression that this Commission has 
the opportunity of determining which 
contract is more in the public interest. 

Under the First Boston contract 
the company had the advantage of be- 
ing protected against a rise in money 
rates. However, the market is now 
more favorable than when the com- 
pany first undertook its refinancing. It 
now seeks to take advantage of an of- 
fer that it believes would be more ad- 
vantageous. Incidentally, it does not 
appear that the company attempted to 
obtain a more favorable agreement 
from the First Boston Corporation or 
gave that company any opportunity to 
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meet the new offer of the Halsey-Stu. 
art Company. It may well be that it 
was not possible to do so and meet the 
April 30th deadline. 

The company specifically asked the 
Commission although the matter was 
technically no longer before it, to dis- 
approve their contract with First Bos- 
ton. The purpose of such a request 
unquestionably was to protect the tele- 
phone company and Halsey, Stuart & 
Co. from any criticism or legal claim 
which might arise out of the fact that 
the telephone company contract with 
First Boston did not expire until 
April 30th by its own terms. Inas- 
much as the action of the telephone 
company has made it impossible for 
this Commission, in any event to ap- 
prove the First Boston contract, the 
language in the order or any other 
language used by this Commission 
has no legal effect on any controversy 
between the telephone company and 
the bond houses as to any claim of 
breach of contract. 

Under the law many contracts of 
utilities in this state must have the 
approval of this Commission. If the 
contract is fair and reasonable on the 
date it was entered into, unless condi- 
tions so change before the action of 
this Commission that the contract be- 
comes inequitable on either party, 
then this Commission should be hesi- 
tant to refuse approval solely because 
the utility has received a better offer 
after having the advantage of the com- 
mitment from the first bidder; other- 
wise, any person doing business with 
the utility would realize that the util- 
ity could avoid its contract if it was to 
its advantage and would allow for that 
fact in the price with the result of in- 
creased cost to the public. That ques- 
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tion, however, is not before this Com- 
mission in this case since it has been 
previously pointed out that this Com- 
mission no longer has the First Boston 
Corporation’s bid before it. I am vot- 
ing for the order in its present lan- 
guage in so far as it disapproves the 
First Boston Corporation contract on- 
ly because the telephone company has 
previously repudiated that contract 
and the language formalizes the ac- 
tual situation. 


MattsBizE, Chairman: The Public 
Service Law (§ 101) provides that 
before any telephone corporation sub- 
ject to the jurisdiction of this Com- 
mission may issue any stock, bonds, 
notes, or other evidences of indebted- 
ness payable at periods of more than 
twelve months from the date thereof, 
an order must be obtained from this 
Commission authorizing such issue. 
The purposes for which securities may 
be issued are specified in the law and 
before the Commission may issue any 
order, it must make certain findings 
required by the statute and particular- 
ly that the proposed issue complies 
with the provisions of law. 

In carrying out this function, which 
has been exercised for nearly thirty- 
six years, the Commission has always 
acted through an order which speci- 
fies in detail what securities the corpo- 
ration may issue, the purpose of such 
issue, the uses for which the funds 
thus obtained may be devoted, condi- 
tions of issue, etc. In the progress 
of the hearings which are held upon 
every application, companies submit 
proposed plans for the financing but 
nothing is effective or binding until 
| the Commission acts and not then un- 
less it conforms to the order of the 
Commission. 


In the specific case before us, the 
arrangement entered into by the Roch- 
ester Telephone Corporation with the 
First Boston Corporation pursuant to 
which it planned to pay the latter cor- 
poration a commission of $ of 1 per 
cent, or some $23,000 for placing the 
bonds at private sale was expressly 
conditioned upon the issuance of an or- 
der by the Public Service Commission 
permitting the Rochester Telephone 
Corporation to issue and sell to certain 
nominees of the First Boston Corpora- 
tion an issue of bonds in principal 
amount of $6,238,000 bearing an 
annual interest rate of 2} per cent. 
Obviously, no private arrangement, 
contractual or otherwise, could bind 
the Commission in the exercise of its 
statutory authority; and in this case 
it was clearly provided that if the 
Commission did not authorize the is- 
suance of securities as proposed, the 
Rochester Telephone Corporation was 
under no obligation to pay the fee of 
some $23,000. 

Further, Halsey, Stuart & Company 
were not parties to that so-called 
agreement and were not the benefi- 
ciaries of the proposal in any way 
whatsoever. In the proposal which 
that firm made to the Rochester Tele- 
phone Corporation, they acted inde- 
pendently of the First Boston Corpo- 
ration, and there is no basis for any 
intimation as indicated in Commis- 
sioner Eddy’s memorandum that Hal- 
sey, Stuart & Company is financially 
obligated in any respect to the First 
Boston for any breach of contract. 

If the Commission had decided to 
authorize the issuance of $6,238,000 
in bonds at private sale, contrary to 
its general practice, it would not have 
approved any contract with the First 
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Boston, and the payment of a “finder’s 
fee” has expressly been excluded from 
the expenses of security issues allowed 
in other cases. The Commission does 
not approve such contracts; it adopts 
an order which authorizes the issuance 
of securities on specified terms and 
conditions. Seldom is it true that the 
provisions of the order are exactly 
those which have been proposed by the 
applicant or which have been submit- 
ted by other interested parties. In this 
case, even after the Halsey, Stuart & 
Company arrangement had _ been 
made, the Commission could, if it so 
desired, have adopted an order author- 
izing the issuance as originally pro- 
posed. While such a course might 
have been legal, it is hardly con- 
ceivable that it would have been 
adopted. 

It should also be borne in mind 
that in the instant case the only au- 
thority that approves the issuance of 
securities or has the authority to de- 
termine the conditions under which 
they are authorized is the Public Serv- 
ice Commission. The Securities and 
Exchange Commission does not “ap- 
prove” an issue of securities and a 
Federal statute prohibits any state- 
ment that such Commission “ap- 
proves” an issue. 

Commissioner Eddy states that “If 
the contract is fair and reasonable on 
the date it was entered into, unless 
conditions so change before the action 
of this Commission that the contract 
becomes inequitable to either party, 
then this Commission should be hesi- 
tant to refuse approval solely because 
the utility has received a better offer 
after having the advantage of the com- 
mitment of the first bidder - 
As already stated, the Commission 
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does not “approve contracts.” What 
it does is to decide whether an issuance 
of securities should be permitted and 
the terms and conditions of such js- 
suance. In so doing, it is acting in 
the interests of the public to see that 
the interests of the investors are thor- 
oughly protected, that the company is- 
sues its securities upon the best terms 
available and in so doing that it se. 
cures a cost of money which shall be 
as advantageous to consumers as pos- 
sible. The Commission must consider 
the conditions that exist at the time of 
its action, regardless of what the con- 
ditions were at the time the original 
application was made. Any person 
who enters into a contract with a util- 
ity the execution of which is condi- 
tioned upon approval by the Commis- 
sion is presumed to do so with his 
eyes wide open and with the full 
knowledge that the Commission is 
not thereby bound to any extent to 
consider the arrangement which he 
has entered into merely because such 
arrangement has been made. 


To accomplish these ends, the Com- 
mission in repeated instances has taken 
the position that securities should be 
issued only after invitations for bids 
have been invited in an open competi- 
tive market and that the securities 
should be issued to those offering the 
best terms. Private arrangements 
have for sometime been frowned upon. 
The Commission has adopted no hard 
and fast rule of universal application 
because there may be some instances 
where a private sale would be more de- 
sirable, but open competitive bidding 
is normally the rule and anyone who 
proceeds with a private arrangement 
does so with the possibility that such 
arrangement will not be authorized. 
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SCHOOL DIST. NO. 47 v. LAKEWOOD SANITATION DIST. 


COLORADO PUBLIC UTILITIES COMMISSION 


School District No. 47 in the County 
of Jefferson 


v. 


Lakewood Sanitation District 


Case No. 4934, Decision No. 25747 
March 29, 1946 


OMPLAINT against rates charged by sanitation district; mo- 


tion to dismiss denied. 


Commissions, § 30 — Jurisdiction — Constitutionality of statute. 
The Commission cannot pass upon the constitutionality of an act of the 
legislature under which its duties are prescribed, and until a court in a 
proper case holds such statute unconstitutional the Commission must obey 


the law. 


APPEARANCES: Harry A. King 
and E, B. Upton, Denver 2, and M. C. 
Molholm, Denver 2, for complainant ; 
Geo. J. Robinson and Wm. Hedges 
Robinson, Jr., Denver 2, for respond- 
ent. 


By the Commission: The above- 
entitled proceeding involves a com- 
plaint of School District No. 47 
against the Lakewood Sanitation Dis- 
trict on account of certain rates and 
charges proposed to be charged by the 
Sanitation District against the com- 
plainant. 

The respondent was organized and 
is now existing and operating under 
and pursuant to the provisions of 
Chap 173, Session Laws of Colorado, 
1939, as amended by Chap 232, Ses- 
sion Laws of Colorado, 1941. By 
§ 13(1), the board of the district has 
the power “to fix and from time to 


> 


time to increase or decrease water and 
sewer rates, tolls, or charges for serv- 
ices or facilities furnished by the dis- 
trict, and to pledge such revenue for 
the payment of any indebtedness of the 
district. The board shall fix such 
rates, tolls, or charges as shall be ap- 
proved by the Public Utilities Com- 
mission of the State of Colorado. ... 

Upon the filing of the complaint, 
this Commission issued an order re- 
quiring the respondent to satisfy the 
complaint or to file its answer therein. 
The respondent filed an answer on De- 
cember 27, 1945, in which it set up 
three separate defenses. 

In the first defense, the respondent 
contends that the complaint herein is 
not issued and signed in the manner 
and under the authority provided by 
the statutes of the state of Colorado. 
The second defense contains admis- 
sions and denials of the allegations of 
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the complaint. For a third defense, it 
set up that the Public Utilities Com- 
mission has no right or authority, un- 
der the Constitution of the state of 
Colorado, to approve or disapprove of 
any of the rates, tolls, or charges of 
the board of directors of the Lakewood 
Sanitation District. 

At the request of the respondent, 
the matter was set for oral argument 
on the question of the constitutionality 
of the requirement that the rates, tolls, 
and charges assessed by respondent be 
approved by the Public Utilities Com- 
mission. It was the contention of the 
respondent at the oral argument that 
§ 13(1) of the act under which re- 
spondent was created was unconstitu- 
tional and in violation of § 35 of Art 
V of the Constitution of the state of 
Colorado. That section reads: 

“The general assembly shall not 


delegate to any special commission, 
private corporation, or association any 
power to make, supervise, or interfere 


with any municipal improvement, 
money, property, or effects, whether 
held in trust or otherwise, or to levy 
taxes or perform any municipal func- 
tion whatever.” 

The legislature has, by various acts, 
including the 1939 act, imposed cer- 
tain duties upon this Commission. In 
effect, the respondent now asks this 
Commission, which also was created 
by the legislature, to determine the 
question of whether or not an act of 
the legislature violates the Constitu- 
tion. We are of the opinion that this 
Commission cannot pass upon the con- 


stitutionality of an act of the legisla. 
ture under which duties are prescribed 
for this Commission, and that, until a 
court in a proper case holds the act of 
the legislature in question unconstj- 
tutional, we must obey that law. Con. 
sequently, the only course left open 
for this Commission is to proceed 
upon the theory that the law is con- 
stitutional. 

In connection with this, we call at- 
tention to the case of People v. Leddy 
(1912) 33 Colo 109, 111, 123 Pac 
824, in which it is stated: 

“As every enrolled bill, signed by 
the proper officers and lodged with the 
secretary of state, however repugnant 
to the Constitution, has the appear- 
ance, semblance, and force of law, the 
general rule is, that public officials 
shall obey its terms until some one, 
whose rights it invades, complains, 
and calls in the aid of the judicial pow- 
er to pronounce it void as to him, his 
property, or his rights.” 

This matter was not presented to 
the Commission in the. form of a mo- 
tion to dismiss. Inasmuch as the oral 
argument was held at the request of 
the respondent, we believe, and find, 
that such oral argument should be 
considered as a motion to dismiss, and 
will so treat it. 


The Commission finds, from the 
foregoing, that the respondent’s mo- 
tion to dismiss, based on the uncon- 
stitutionality of the questioned part of 
§ 13(1), Chap 175, Session Laws of 
1939, should be denied. 
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Industrial Progress 


A digest of information on new construction by pri- 

vately managed utilities ; similar information relating to 

government owned utilities; news concerning products, 

supplies and services offered by manufacturers; also 
notices of changes in personnel. 


Public Service Elec. & Gas 
Plans New Station 


UBLIC SERVICE ELECTRIC AND GAS COMPANY, 

Newark, New Jersey, plans to construct a 
new generating station. 

The initial step in the project includes the 
installation of two 100,000 kilowatt, high- 
pressure, high-efficiency generating units, with 
the necessary auxiliary apparatus, buildings, 
jocks, coal storage facilities, and electrical 
switching and transformer equipment and con- 
necting transmission lines, estimated to cost 
$23,000,000. It is expected that construction 
work will start in the fall of this year. 


Western Colorado Power Plans 
Plant Extensions 


HE WESTERN CoLorADO Power COMPANY, 

Durango, Colorado, is rushing the installa- 
tion of additional generating units at two of 
ts power stations. The capacity of ‘the Du- 
rango station is being doubled and the Oliver 
station capacity is being tripled. Together the 
projects make an increase of 3,000 kw in sta- 
tion capacity, bringing up the system total to 
approximately 15,000 kw. Besides these power 
plant extensions, the company is also bringing 
0 completion this year the last of a series of 
a line projects which, together with 
the older lines, form a continuous main 44 kv 
trunk transmission line extending from tip to 
tip of the 10,000 sq. mile service area. 


$2,500,000 Program Planned by 
Kansas Gas & Elec. Co. 


T= board of directors of the Kansas Gas 
and Electric Company, Wichita, recently 
authorized the expenditure of approximately 
$2,500,000 for additions to its Ripley Station 
in order to insure the availability of ample 
power supply to meet the rapidly expanding in- 
lustrial development of that area. Rural elec- 
trification will continue to increase. 


Tennessee Gas Expanding Gas 
l'ransmission Line System 


—— Gas AND TRANSMISSION Com- 


PANY, Houston, Texas, is starting con- 
struction of new facilities which will increase 
by 118 million cubic feet daily the capacity of 
its natural gas pipe line from Driscoll, Texas, 
to Cornwell, West Virginia. Cost of the proj- 
ect is estimated at $27,405,717. 

The new additions planned by the company 
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include 410 miles of 26-inch and 24-inch main 
line looping and approximately 20 miles of 
lateral gas feeder lines from the main line to 
producing fields. Other facilities to be in- 
stalled are three new compressor stations of 
25,000-horsepower capacity, and 18 additional 
compressor units in existing compressor sta- 
tions. 

The company also will construct 95 miles of 
16-inch transmission pipe line from the San 
Salvador field in Hidalgo County, Texas, to 
connect with its main transmission line in 
Nueces County, Texas, together with a de- 
hydration plant in the San Salvador field. The 
cost of this portion of the program is estimated 
at $2,260,442. 

Completion of the entire construction pro- 
gram will take approximately a year. 


Ginn and Sorby to Head GAMA 
Gas Range and “CP” Groups 


ig C. Ginn, sales promotion manager of 
the American Stove Company, was elect- 
ed chairman of the domestic range division of 
the Gas Appliance Manufacturers Association, 
and E. Carl Sorby, vice president, George D. 
Roper Corporation, was reélected chairman of 
the “CP” group at a meeting of the group held 
in Chicago recently. Manufacturers in 
GAMA’s gas range division represent more 
than 70 per cent of the 1941 total domestic 
gas range production in the United States and 
Canada. 

R. S. Agee, vice president of Roberts & 
Mander Corporation, was elected vice chair- 
man of the range division, and A. B. Ritzen- 
thaler, vice president of The Tappan Stove 
Company, was elected vice chairman of the 
“CP” manufacturers group. . 


$15,000,000 Construction 
Program Proposed 


OUTHERN CALIFORNIA Epison Company, Los 
Angeles, is planning to build a new steam 
station at Redondo Beach which will supple- 
ment the Long Beach steam station in handling 
the increasing demands on the company for 
electric service. The company will spend ap- 
proximately $15,000,000 for the immediate con- 
struction of the new station. 

Construction of the new station will be 
supervised by W. L. Chadwick, manager of 
the engineering department, and his staff. Stone 
and Webster Engineering Corporation has 
been authorized to proceed with the design and 
construction plans for the plant. 

Continued on page 26) 
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Why dig through a 
PILE 
of Catalogs? 


in the COMPLETE line 


If you have a Penn-Union Catalog, you 
can instantly find practically every good 
type of conductor fitting. These few 
can only suggest the variety: 


Universal Clamps to take a 
ai range of conductor sizes; 
i 2, 3, 4 or more bolts. 


L-M Elbows, with compression units 


giving a dependable grip on both con- 

iuctors. Also Straight Connectors and 
Tees with same con- 
tact units. 


Bus Bar Clamps for installa- 
tion without drilling bus. Single 
and multiple. Also bus sup- 
ports—various types. 


Type Straight Connectors 
bow Wal Elbows, Tees, Ter- 
- #.. Stud Connectors, etc. 


Jack-Knife connectors for simple 
and easy disconnection of ‘mo- 
tor leads, etc. Spring action— 
self locking. 


Vi-Tite Terminals for quick 
installation and easy taping. 
Also sleeve ke terminals, 
screw type, sh fit, etc. etc. 


mme-—eiso. api Rss Pty OTieh eae 
copper; close dimensions. 

Preferred by the largest utilities and 
electrical manufacturers—because they 
have found that “Penn-Union” on a fit- 
ting is their best guarantee of Dependa- 
bility. Write for Catalog. 


PENN-UNION ELECTRIC CORPORATION 
ERIE, PA. Sold by Leading Jobbers 


PENN-UNION 
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Plans $500,000 Program 


(Cyaeur Power ComPaANy is planning to 
4 spend approximately $500,000 on trans. 
mission line construction in northern Alberta. 


Cambridge Elec. Light to Build 
New Generating Station 


AMBRIDGE ELectric Light CoMPANY, Cam- 

bridge, Massachusetts, is planning to con- 
struct a new steam-electric generating station 
on First street in the eastern section of the 
city and in the vicinity of the Broad canal and 
Charles river basin. 

The initial installation is expected to include 
two 200,000 Ib. per hr. boilers capable of burn- 
ing either coal or oil, and a turbine-generator 
to operate at about 1,350 psi. Boiler pressure 
will be about 1,450 psi. and the steam tempera- 
ture 900 deg. F 


$116,320 Program Proposed 


oveams NEw ENGLAND TELEPHONE Com- 
PANY and the American Telephone & Tele- 
graph Company have received authority to 
supplement existing facilities between Putnam, 
Connecticut, and the Connecticut-Massachu- 
setts state line, by constructing and operating 
a cable on an existing pole line. Cost of the 
project is estimated as $116,320. 


Devises Visual Test for 
Panel-type Air Filters 


HE Farr CoMPANY, manufacturers of Far- 

Air Filters, announces a new, visual test 
for panel-type air filters. Although the test 
was designed to show the superiority of their 
product, according to the company it is an un- 
biased, simple test that will show the relative 
efficiency of any panel-type air filter now being 
used. For detailed information on this test, 
write for bulletins No. 200 B-1 and 100 E-1. 
Farr Company, 2615 Southwest drive, Los An- 
geles 43, California. 


Bulletin on Wire Stringing 


LEAR and simple instructions for wire- 

stretching, and stringing are provided in 
a new bulletin just issued by W. C. Diilon & 
Company, Inc., manufacturers of the Dillon 
Dynamometer. The bulletin is illustrated with 
diagrams, and contains useful engineering in- 
formation. 

Copies of the bulletin may be had without 
charge, by addressing W. C. Dillon & Com- 
pany, 5410 West Harrison street, Chicago 4, . 
Illinois. 


Permutit Booklet 


Mss" valve control for gravity and large 
size pressure filters or zeolite softeners is 
described in a booklet issued by The Permutit 
Company, 330 West 42nd street, New York 18, 
New York. 
’ (Continued on page 28) 
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Automatic contrel, made possible through 
the. use of a master valve, regulates rate of 
flow, prevents waste of water in the operation 
of backwashing and rinsing, and maintains the 
zeolite or sand bed in clean, active condition. 
This installation, according to Permutit engi- 
neers, is well-suited for municipal water 
works, isolated railroad water stations or large 
water treatment plants where one man does 
not have sufficient time to handle all operations 
with manual valve control. 


Offers Training Course on 
Electrical Instruments 


ge to give in a clear, concise manner 
a fundamental knowledge of the con- 
struction, operation, and selection of electrical 
measuring instruments, an intensive course in- 
cluding sound slide films, a complete pocket 
size textbook, and an instructor’s manual, has 
been prepared by the Westinghouse Electric 
Corporation. 

Primarily for use by the Westinghouse or- 
ganization, the course has also been made avail- 
able to educational institutions, engineering 
societies, and the engineering departments of 
all organizations that use electrical measuring 
instruments. Cost of a complete course, based 
on a class of twenty members is $45. Distri- 
bution will be handled by the Industrial Rela- 
tions Department, Westinghouse Electric 
Corporation, 306 Fourth avenue, Pittsburgh 
30, Pennsylvania. 


Erecting New Engineering and 
Administration Building 


I* order to expand engineering and admin- 
istration facilities, and at the same time re- 
lease space required for manufacturing, the 
Weston Electrical Instrument Corporation is 
constructing a large new engineering and ad- 
ministration building on the plant grounds at 


Newark, New Jersey. The three-story struc- 
ture is to be T-shaped, of brick-faced rein- 
forced concrete, and will have 78,620 square 
feet of floor area. 

Announcing the building, Caxton Brown, 
president of Weston said, ‘ ‘This re-location and 
enlargement of our engineering facilities, con- 
templated for many years, is now necessary if 
we are to render the proper service to govern- 
ment and industry in the period ahead where 
electrical and electronic applications are 
destined to play an important role. This large 
project, undertaken in this unsettled period, is 
an indication of our faith in the future of Wes- 
ton.” 


$4,000,000 Addition to 
Plant Proposed 


HE Onto Eptson Company has plans for a 

$4,000,000 addition to the Gorge plant in 
Akron. The addition, the second to be under- 
taken in five years, will add more than 40 
per cent to the power generating capacity at 
the Gorge. 


The new power project will consist of a 
steam turbine and generator capable of pro- 
ducing 44,000 kilowatts of electricity together 
with a boiler supplying steam at the rate of 
450,000 pounds per hour. Capacity of Akron’s 
power facilities will be boosted from 103,00 
kilowatts to 147,000 by the expansion. It will 
not replace any equipment now in service. 


Southern Gas & Elec. Corp. to 
Install Propane Air, Gas Plant 


A CONTRACT has been awarded to Stacey 
Dresser Engineering of Cleveland, Ohio 
Division of Stacey Bros. Gas Construction 
Company, of Cincinnati, Ohio, by Southern 
Gas & Electric Corporation, Sarasota, Florida, 
for the design and installation of a propane-air 
gas plant. 

This plant will produce 550,000 standard 
cubic feet per day of 1,000 Bru propane-air 
gas at 25 PSIG. The plant will be designed 
for a wide range of 5-100 per cent operation 
to meet local conditions. 

Complete unloading and liquified propane 
storage facilities will also be provided. Three 
30,000 gallon water capacity propane storage 
tanks will be installed. The generating equip- 
ment will include a Btu recorder and controller. 


East Ohio Gas Builds Line 


ast Onto GAs Company, Cleveland, Ohio, 
will construct a 144-mile pipe line from 


Pipe Creek on the Ohio river to the outskirts of . 


Cleveland. The new line, which will connect 
with the Hope Natural Gas Company’s trans- 
mission line at Pipe Creek, will be built at an 
estimated cost of $4,620,000. 

The principal branch of the new line will 
be an 18-inch line from the Hope terminal to 
the vicinity of Austintown Junction, Mahoning 
county, Ohio, a distance of 95 miles. A 49-mile 
extension of 20-inch line to Dunham station, in 
Cleveland’s suburbs, also will be constructed. 


Walk-Up Safety Climbers 


ustiIn Suppty Company of Philadelphia 

announces new lightweight steel climbers 

of positive safety design for use on vertical 

“H” or “I” beams. Strapped over workers’ 

shoes, the design is such that the hard-rubber 

gripping spurs give full 3” purchase on each 
side of the beam. 

These climbers, which are of welded con- 
struction, will not mar painted surfaces, and 
provide maximum safety and freedom of move- 
ment. Write to Austin Supply Company, 3656 
North 20th street, Philadelphia 40, Pennsyl- 
vania. 


Answers Lighting Problems 


T° illustrate how correct design and appli- 
cation of lighting equipment can result in 
better industrial see-ability, a new bulletin has 
been announced by the Westinghouse Electric 
Corporation. 
Solutions to twelve industrial lighting prob- 
(Continued on page 30) 
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MERCOID CONTROLS 


TEMPERATURE % PRESSURE * LIQUID LEVEL & ETC. 


WV 
“INDUSTRIDL 


Mercury switches are used exclusively in all Mercoid 
Controls. X They insure more dependable control 
performance, and longer control life. 2 Write for: 
Catalog N° GOOA, for complete information 


THE MERCOID CORPORATION * 4201 BELMONT AVE., CHICAGO. 41, ILL 
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lems are illustrated by means of photographs 
of actual installations, and information is 
given on the types of lighting equipment used. 
Some problems are answered by the use of con- 
tinuous strip fluorescents, others by high-bay 
reflectors, dust-tight luminaires, or industrial 
concentrators. 

Copies of this bulletin (B-3604) may be 
secured from Westinghouse Electric Corpora- 
tion, P. O. Box 868, Pittsburgh 30, Pa. 


Co-ops Plan 180,000 Miles 
Of New Power Lines 


LECTRIC coOperatives and other borrowers 

are planning the construction of more than 
180,000 miles of power distribution lines in 45 
states. This construction program will 
financed by the major portion of the $290,463,- 
910 in loans granted during the fiscal year end- 
ed June 30 by the Rural Electrification Admin- 
istration. 

According to an REA report, distribution 
lines and other electric facilities contemplated 
in these loans are being constructed as rapidly 
as the supply of materials permits. It is noted 
that shortages of poles, conductor, transform- 
ers, and line hardware are especially acute. 
However, REA ‘says that its borrowers were 
connecting consumers to their lines at the rate 
of about 20,000 a month during the latter part 
of fiscal 1946. 

The following table shows the total loans 
approved for borrowers in each state during 
fiscal 1946 and the miles of lines to be con- 

structed therein: 


Miles 
State Total Loans of Line 
pe Pre ere $9,786,000 7,221 
PE ak cen cites sted 658,000 322 
pO NSE eee 7,817,094 5,235 
California ............ 345,000 251 
CEE >< Meds sve. ds 4,032,441 2,326 
EROS edit cancceccss 63, 138 
ED. wen. auaic beets 0 «s 6,389,500 3,443 
i eS 12,032,560 8,615 
I ida, dada dence hes 1,732,736 1,283 
AS peta mee 9,768,000 5,817 
PE  Cnnngedt ces és 7,312,000 4,370 
SEN: oti k's Opus and 16,476,188 8,477 
SE ite Pees e 12,556,700 9; '063 
RRR Ss 4,062,000 5,677 
I we ean 5,976,500 4, 
OE eee oa 0,000 154 
DC caeinsendas 1,770,000 880 
PID lc oko tle wie 3,647,000 1,438 
Minnesota ............ 15,255,360 8,891 
RPO rere 11,549,000 8,768 
SS a eeee Seer 14,450,843 10,710 
SE Sans cdad oso bbs 7,653,066 4,136 
SR. Vek vic.¥i 50 c0ks 10,736,000 7,594 
NGS pied as alte ys 37,000 15 
New Hampshire ....... 120,000 49 
New Jersey .......... 100,000 100 
New Mexico .......... 2,308,000 1,271 


FOU, COUR k cn wiekcn ces 200,000 175 


North Carolina ........ 12,013,976 7,363 
North Dakota ........ 11,843,434 8,071 
RES UP ag oP 044,000 1,600 
Oklahoma .....-..... 10,018,000 6,878 








POP ODER EG ar 625 1,400 
Pennsylvania ......... 2,302,000 1,533 
South Carolina ........ 6,269,020 4372 
South Dakota ......... 7,229,000 5,965 
Tennessee .......... 11,123,000 8302 
ci ae BR ee 23,685,400 14,595 
1 Se eae eenee er 402,564 108 
pO RR pis Se 2 564,976 397 
er ae ¢ 840,000 3,946 
Washington .......... 3,533,000 2,034 
West Virginia ......... 75,000 35 
La. Pe Pee 15,850,010 5,527 
, es See 1,566,000 1,325 
ee 10,000 oa 

RRR SPEER River $290,463, 910 183,916 


Silex Studies Post-Boom Market 


HE SitEx Company, Hartford, Conn., has 

launched a unique Market Absorption 
study in Peoria, Illinois, the purpose of which 
is to predetermine the normal post-boom ca- 
pacity of consumers to absorb merchandise, es- 
pecially durable goods, as it will be affected 
by the country’s increased incomes—after the 
present huge backlog of demand for consumer 
goods has been satisfied. 

J. M. Moore, general sales manager of the 
Silex Company, explained that the Market Ab- 
sorption Analysis was inaugurated to obtain a 
look into the future, not only for his own com- 
pany but for all interested companies, and an 
invitation is extended to other manufacturers 
in all fields to participate in this fact-finding 
effort, without any obligation whatever. 


Construction Loans Announced 


ONSTRUCTION loans — chiefly for distribu- 
tion lines, system improvements or new 

or additional generating capacity — recently 
were made to the following enterprises by the 
Rural Electrification Administration : 

Delaware Rural Electric Association, Green- 
wood, Del., $524,000. 

Withlacoochee River Electric Coéperative, 
Inc., Dade City, Fla., $114,000. 

Carroll Electric Membership Corporation, 
Carrollton, Ga., $324,000. 

Shelby Electric Codperative, Shelbyville, IIl., 
$720,000. 

Southern Indiana Rural Electric Codpera- 
tive, Inc., Tell City, Ind., $85,000. : 

Tishomingo County Electric Power Associa- 
tion, Iuka, Miss., $645,000. ; 

Sun River Electric Codperative, Inc., Fair- 
field, Mont., $57,000. 

Lower Yellowstone Rural Electric Codpera- 
tive, Inc., Sidney, Mont., $220,000. 

Missoula Electric Codperative, Inc., 
soula, Mont., $18,000. 

North Western Electric Codperative, Inc., 
Montpelier, Ohio, $45,000. 

egg Electric Codperative, Inc., Sayre, 
Okla., $326,000. 

Cimarron Electric Coéperative, Kingfisher, 
Okla., $480,000. 

Northeast Oklahoma Electric Coéperative, 
Inc., Vinita, Okla., $277,000 

Middle Tennessee Electric Membership Cor- 
poration of Murfreesboro, Tenn., $685, 


Mis- 
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Se help increase 
*Take-Home Savings” 


The Treasury Department has published two new 
booklets to help you and your employees realize 
the utmost benefit from your Payroll Savings Plan. 

“Peacetime Payroll Savings Plan” for key execu- 
tives offers helpful suggestions on the conduct 
of the Payroll Savings Plan. 

“This Time It’s For You” is for distribution to em- 
ployees. It explains graphically how this conven- 
ient, easy thrift habit works. It suggests goals 
to save for and how much to set aside regularly 
in order to attain their objectives. 

If you have not received these two booklets, or 
desire additional quantities, communicate with 
your State Director of the Treasury Department's 
Savings Bond Division. 























The Treasury Department acknowledges with appreciation the publication of this message by 
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REGULATION 


by 
A. C. Webber 


(Former Chairman, Massachusetts Department 
of Public Utilities) 


Carefully Selected Cases Covering 
Many Problems Confronting Utility 
Managements Today As Solved 
by One of the Oldest State Public 


Utility Commissions—Massachusetts 


$6.50 


Included are discussions of vital questions, such as: 








- - Taxes in Relation to Rates 


- - Higher Operating Costs in Relation to 
the Consumer and Utility Stockholder 


+ The Reproduction Cost Rule 
- Inflation and Utility Rates 


- Rates of Public Service Corporations 
and Other Price Levels 


- Constitutional Safeguards Insuring Rea- 
sonable and Just Compensation for Public 
Utility Property Devoted to Public Service 


Concise Supplementary Text Referring to Important 
Principles of Public Utility Regulation with Annotations 





ORDER NOW WHILE THE LIMITED SUPPLY LASTS 


PUBLIC UTILITIES REPORTS, INC. 
ey Building Washington 4, D. C. 
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PROFESSIONAL DIRECTORY 


® This Directory is reserved for engineers, accountants, rate experts, consultants, and 
others equipped to serve utilities in all matters relating to rate questions, appraisals, 
valuations, special reports, investigations, design, and construction. > » » 





Tae American Appraisat Company 
ORIGINAL COST STUDIES « VALUATIONS ¢ REPORTS 


for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
and other principal cities 








DAY & ZIMMERMANN, INC. 
ENGINEERS 
PHILADELPHIA 


PACKARD BUILDING 








ELECTRICAL TESTING LABORATORIES, INC. 


Electrical and General Testing—Inspections—Research—Certification 


2 EAST END AVENUE AT 79th STREET, NEW YORK 21, N. Y. 
BUtterfield 8-2600 


$4 Ford, Bacon & Davis 
BaD VALUATIONS Engineers CONSTRUCTION 


REPORTS 
NEW YORK @ PHILADELPHIA @ CHICAGO @ LOS ANGELES 














GILBERT ASSOCIATES, Inc. 


ENGINEERS SPECIALISTS 
Steam, Eleasic Geo, Hydro, POWER ENGINEERING SINCE 1906 po oosscing and Expediting, 
Designs and Construction, ervin ‘lities and Industrials Rates, Research, Reports, 
Operating Betterments, s 8 ae Personnel Relations, 

Reading Philadelphia Original Cost Accounting, 


Inspections and Surveys, . 
Feed Water Treatment. Washington © New York Accident Prevention, 














FREDERIC R. HARRIS, INC. 


Engineers Constructors Management 
Reports Appraisals Valuations 
NEW YORK 
Knoxville San Francisco Houston 
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Reports 


contruction He A, KULJIAN & COMPANY  vatectic 


Construction 
Engineers 
Public Utilities and Industrials. 


PHILADELPHIA 2 


WILLIAM 8S. LEFFLER = Economisis 


Engineers 
SPECIALIZING IN 


COST ANALYSIS—Unit Cost Determinations 
RATE RESEARCH — OPERATING REPORTS 


on 
ELECTRIC — WATER — GAS Utility Operations 
Neroton, Connecticut 





Los Angeles 13 New York 6 

















LOEB AND EAMES 


Public Utility Engineers and Operators 
Ice and Refrigeration 
Valuations, investigation reports, design and supervision of construction 


57 WILLIAM STREET NEW YORK 


DESIG 
GETTER 








J. H. MANNING & COMPANY 


120 Broadway, New York 
ENGINEERS 
Valuations 
zations 


Business Studies Purchase—Sales 
Management BReorgani 
Mergers 


New Projects 
Consulting Engineering 
Public Utility Affairs including Integration 








PUBLIC UTILITY ENGENEERING & SERVICE 





CORPORATION 


CONSULTING ENGINEERS 
OPERATIONS ~ 


DESIGN 
STEAM — HYDRAULIC — GAS 
231 S. LA SALLE ST., CHICAGO (4), ILL. 











SANDERSON & PORTER 
ENGINEERS AND CONSTRUCTORS 
Design and Construction of Industrials - 
and Public Utilities. 
Reports and Appraisals in Connection 


With Management Probl 
Chicago New York 


ems, Financing, Reorganizaton. 
Sen Francisco 








Sargent & Lundy 


ENGINEERS 
Steam and Electric Plants 
Utilities—Industrials 
Studies—R eports—Design—Supervision 
Chicago 3, Ill. 
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80 BROAD STREET 


The J.G. WHITE ENGINEERING CORPORATION 


Design—Construction—Reports—Appraisals 
Consulting Engineering 


NEW YORK 4, N. Y. 











ALBRIGHT & FRIEL, INC. 
FRANCIS S. FRIEL 
Consulting Engineers 


Water, Sewage and Industrial Waste Problems 
Airfields, Refuse Incinerators, Industrial Buildings 
City Planning, Reports, Valuations, Laboratory 


1520 LOCUST STREET PHILADELPHIA 2 


JENSEN, BOWEN & FARRELL 


Engineers 
Ann Arbor, Michigan 


Appraisals - Investigations - Reports 
in connection with 
rate inquiries, depreciation, fixed capital 
reclassification, original cost, security issues. 








BARKER & WHEELER, ENGINEERS 


DESIGNS AND CONSTRUCTION — OPERATING 
SETTERMENTS — COMPLETE OFFICE SYSTEMS — 
MANAGEMENT — APPRAISALS — RATES 


11 PARK PLACE, NEW YORK CITY 
36 STATE STREET, ALBANY, N. Y. 


LUCAS & LUICK 


ENGINEERS 
DESIGN, CONSTRUCTION SUPERVISION, 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LaSatie St., Cxicaco 











BLACK & VEATCH 
CONSULTING ENGINEERS 


Appraisals, investigations and re- 
ports, design and supervision of con- 
struction of Public Utility Properties 


4706 BROADWAY KANSAS CITY, MO. 


ROBERT T. REGESTER 


Consulting Engineer 


Hyprautic Strucrures — UTILiTEs 
FLoop Contro: — Water Works 


Baltimore Life Bldg. Baltimore 1, Md. 








EARL L. CARTER 


Consulting Engineer 


REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 
Public Utility Valuations, Reports and 
Original Cost Studies. 


910 Electric Building Indianapolis, Ind. 








—- 
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W. C. GILMAN & COMPANY 
ENGINEERS 


and 
FINANCIAL CONSULTANTS 


55 Liberty Street New York 


SLOAN, COOK & LOWE 


A. S. SCHULMAN ELgctric Co. 
Contractors 


TRANSMISSION LINES—UNDERGROUND DIsTRI- 
BUTION — Power STATION — INDUSTRIAL — 
CoMMERCIAL INSTALLATIONS 


537 SoutH Dgarsorn St. CxHicaco 








CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 
CHICAGO 


Appraisals — Reports 
Operating — Financial — Plant 


— 

















JACKSON & MORELAND 
ENGINEERS 


PUBLIC UTILITIES—INDUSTRIALS 
RAILROAD ELECTRIFICATION 
DESIGN AND SUPERVISION VALUATIONS 
ECONOMIC AND OPERATING REPORTS 


BOSTON NEW YORK 








MANFRED K. TOEPPEN 
ENGINEER 
CONSULTATION — INVESTIGATION — REPORTS 
MARKET AND MANAGEMENT SURVEYS 
VALUATION, DEPRECIATION AND RATE 
MATTERS 


New York 7, N. Y. 


261 Broadway 
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Albright & Friel, inc., Engineers 


*Babcock & Wilcox Company, The 

*Baldwin Locomotive Works, The 

Barber Gas Burner Company, The 

Barker & Wheeler, Engineers 

Black & Veatch, Consulting Engineers 

*Blaw-Knox Division of Blaw-Knox Company .... 
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Carter, Earl L., Iting Engi 
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*Davey Tree Expert Company, The 
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Electric Storage Battery Compa 
Malde. Back Cover 
Electrical Testing Laboratories, Inc. 


F 
Ford, Bacon & Davis, Inc., Engineers 
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Kinnear Manufacturing Company, The .. 
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Lefer, William S., 
Loeb and Eames, Engineers 
Lucas & Luick, Engineers 
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Engineered for Power Station Needs 


IDES are always ready for in- tery dependability, long-life and 
tant action. They are engineered ease of maintenance. 
o meet the varying battery require- Whatever your storage battery 
ments of power station operations. problems may be Exide engineers 
xide makes several types of stor- will be glad to help you work 
age batteries. These batteries, them out. 


rough proved performance for 


Dbver 50 years in central station ’ 

work, have earned the confidence xX I e 
of utility engineers everywhere. 

Vhen you buy an Exide you are 8 A T T * - F S 


buying the utmost of storage bat- 


THE ELECTRIC STORAGE BATTERY COMPANY, Philadelphia 32 


Exide Batteries of Canada, Limited, Toronto 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





DO YOUR TRENCHING Joss THE QUICK, EASY, 


LOW COST WAY WITH eee 


CLEVELAN DS 


A multiplicity and combination of wheel and digging 
speeds, finger tip controlled, furnishes the right speed 


at the right time on all your jobs — ‘whether your® § 


digging is across country or in town — deep or 


shallow — wet or dry — tough or easy. 


Correct balance and top quality material plus ac- " 
cessible unit-type construction reduces to the mini- 
mum your times out for repairs and results in lower 
cost dependable production yeafin,and year oni 


P: , 93 9 
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